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PROCEEDI NGS
10: 10 a. m

PRESI DI NG MEMBER LAURI E: Ladi es and
gentl enmen, good norning. M nane is Robert
Laurie, Conm ssioner at the Energy Comm ssion.
And |I'm Presiding Menber of the Conmission's
Li censing Comittee.

My col | eague on the Committee,
Conmi ssi oner Robert Pernell, will be joining us
shortly. The lady on ny right is Ms. Rosella
Shapi ro, Conmi ssioner Pernell's Senior Adviser
And to ny left is M. Scott Tomashefsky, my Senior
Advi sor.

As you may be aware the Committee has
been hol ding a series of workshops on the subject
of potential barriers to the licensing of bulk
power plants in California. And certainly the
i ssue before us has a potential to be such a
barrier. Thus, the purpose for our discussion
t oday.

VWhat we intend to do is incorporate the
remarks of you all into a report that we'll issue
as soon as we can get around to it. Because
there's no | egislative mandate as to either doing

this report or the date upon which it is to be
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done, we scheduled to be conpleted and published
in April, subject to being sent away on |icensing
hearings. But that is our plan.

Very nmuch appreciate your tinme and
| ooking forward to your input.

At this time I'd ask our Chief Staff
Advi ser, M. Chris Tooker, to introduce the
subject and if you all are ready to go, we'l
start. Chris.

DR. TOOKER: Good norning. Good
nmor ni ng, Conmi ssioner Laurie. As you point out
this is one of a nunmber of workshops. |'mhere
t oday because the Project Manager, Rick Buell, his
father just had a nedical energency and so he's
out of the office for the day. So I wll be
coordi nating this nmorning' s session.

We have a nunmber of speakers here today,
and | would like to go around and have individuals
i ntroduce thenselves. And then we will start off
with a brief staff overview of the staff paper
prior to the panel discussion, panel 1 on
transm ssion line interconnection.

If we can start to ny left.

MR. M LLER: Good norning, |'m Jeff

MIler with the California | SO
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PRESI DI NG MEMBER LAURI E: Good nor ni ng,
M. Mller

MR, McCLUSKEY: |I'm Jim MCluskey with
the California Energy Commi ssion.

MR. YEUNG  Manho Yeung, Transm ssion
Planning with Pacific Gas and El ectric Conpany.

MR, SCHEUERMAN:  Paul Scheuer man,
private consultant on behal f of the Energy
Conmmi ssi on.

MR. KORI NEK: Dave Korinek, with San
Di ego Gas and Electric, Gid Planning.

MR. SABET: Good norning. Mrteza
Sabet, Western Area Power, Transm ssion Planning
and Operation.

PRESI DI NG MEMBER LAURI E: Thank you,

MR. LEI G4 KENDALL: Good norning, ny
nane is Janes Lei gh-Kendall wi th SMJUD, Sacranento
Muni ci pal Utility District.

PRESI DI NG MEMBER LAURI E: Just a note of
caution. W invested a significant anmount of
noney i n our conmunications systemand it doesn't
work. You have to get really close to those
m crophones to pick you up, either up here or in

t he audience. So | would ask you to get really
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cl ose and personal with your m crophone.

DR. TOOKER: Thank you. Before we
proceed, Sandra Fronmis going to be managi ng our
power point presentations for us today. | believe
at this point we have the el ectronic copies of
those that are going to present them And if you
have a power point presentation here with you
today that you haven't given us yet, make sure
Sandra has that.

Al so make sure that Sandra has copies,
hard copies of all your presentations for our
docket file.

PRESI DI NG MEMBER LAURI E: And who are
the primary authors of staff's paper?

DR. TOOKER: The primary author of the
staff paper is Jim MCluskey, with support from
Aspen. And Jimw |l be providing an overview of
t he paper before we proceed with the di scussion
Jim

MR. McCLUSKEY: |'mjust going to read a
bri ef overview of the paper

The purpose of this workshop is to
help --

(O f-the-record di scussions.)

MR. McCLUSKEY: All right. The purpose

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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of this workshop is to help the Conmittee devel op
i nformati on about transm ssion-rel ated issues that
could affect the generation siting process.

PRESI DI NG MEMBER LAURI E: Ckay, wait a
mnute, time out. It's not working. Chris.

DR. TOOKER: Jim | woul d suggest you
come here to the podium and give your
presentation. The m ke here seems to be working
wel | .

MR. McCLUSKEY: The purpose of this
wor kshop is to help the Committee devel op
i nformati on about transm ssion-rel ated issues that
could affect the generation siting process.

The paper addresses two areas where
transm ssion i ssues potentially could affect
generation siting:

One area is the PTO 1SO interconnection
process.

The second, the effects transm ssion
i ne congestion may have on facility siting,
especially where it may limt market access
opportunities to new generators.

In both areas we've identified certain
i ssues that have been raised in our own procedures

and in other foruns. W would |like to know if
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these issues still persist and/or if there are
ot her issues that the SO PTGs or applicants have
experienced.

By way of background the interconnection
process involves a nunber of participants and
procedures. The process begi ns when an appli cant
submits an interconnection request to the
connecting PTO and to the Cal -1SQO

The SO is generally responsible for
overseeing the interconnection process. It's a
study process for review ng study results and
resol ving di sputes between the applicants and the
PTGs.

The PTOs are responsible for conducting
transm ssion studies to determine reliability
i npacts on the systemresulting from
i nt erconnecti on.

The PTO may performtwo studies, a
system i npact study and a detailed facility study.
The inpact study is used to identify potentia
reliability problens that would occur in the
transm ssi on system when a new generator connects
to the grid. If reliability problens are
identified in the studies, the applicant may

request that the PTO performa detailed study to
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determ ne what neasures should be inplenented to
mtigate those inpacts and to identify their
associ ated costs.

The system study can take as |long as 90
days. The facility study can take, | guess, an
addi ti onal 90 days. Those nunbers are, | think
up in the air right now But, the ISOis in the
process, | should say, of revising its
i nt erconnection study process and it's going to
submit a new tariff to the FERC in the very near
future.

Reliability inpacts are typically caused
when new generators connect to the grid and create
system conditions that violate accepted
reliability criteria, as identified in the study.
These woul d include thermal stability and voltage
criteria violations.

Any reliability criteria violations can
be mitigated through renedial action schemes such
as measures that would curtail generation output
during enmergency conditions. Ohers may require
transm ssion |ine expansion or replacenent or
addition of transforners, circuit breakers or
ot her system conponents.

Current policies require that the

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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connecting generator pay the costs of the
i nterconnection studies and the costs of
mtigating reliability problens.

I nterconnection studies can cost from
$50, 000 to $100, 000, that's a ballpark figure on
both sides. And mitigation of criteria violations
can range from hundreds of thousands for RAS
schenes, or renedial action schenes, to tens of
mllion dollars for transm ssion upgrades and
ot her rel ated expansions.

We've identified five i ssues associ ated
with interconnection that may affect the siting
process. These include interconnection study
timelines, queuing issues, cost responsibility,
renmedi al action schenmes and permtting problemns.
["mjust going to | eave the details on those
i ssues for the discussion, and I'll just nove on
to a di scussion of congestion issues.

The second area concerns congestion-
rel ated i ssues that could affect siting.
Connecting new generation to the grid causes
reliability problens, but it also often increases
congestion on the transm ssion system

Congestion refers to increased | oading

on transmi ssion lines and equi pment. But unlike
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reliability --

M5. SHAPIRO. Jim we're going to stop
you agai n.

MR. McCLUSKEY:  Okay.

MS. SHAPIRO  Get the mike that's
closest to ne and get it right by your nouth
because we can't hear you.

(O f-the-record di scussions.)

MR. McCLUSKEY: The second area concerns
congestion-rel ated i ssues that could affect
siting. Connecting new generation to the grid
causes reliability problens, but it also often
i ncreases congestion on the system

Congestion refers to increased | oading
on transmi ssion lines and equi pment. But unlike
reliability problens, the grid operator is able to
redi spatch generation so that the system can stil
serve |oad without violating reliability
st andar ds.

I ncreased congestion usual ly causes
hi gher transm ssion delivery costs. The addition
of new generation resources to the grid may create
new or aggravate existing congestion problens wth
potentially multiple effects.

Congestion may affect the ability of

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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10
ol der generation to conpete with new generation
for transm ssion capacity, and could displace it
under some circunstances.

As congestion on transm ssion |lines
increases it may affect siting decisions by new
generators, as it may affect their ability to
access electricity markets.

Under sone circunstances new generators
may reduce congestion by introduci ng counter-
flows. Typically increased congestion al so
i ncreases the costs of transmitting electricity on
the grid. However, resolving congestion problens
al so has significant costs.

There are both short-termand |ong-term
ways that address the costs related to congestion
Short-term solutions to cost problens can be
addr essed t hrough hedgi ng techni ques, such as the
use of firmtransm ssion rights. These allow the
hol der of the transmission right to collect the
costs of congestion that are experienced on that
portion of the pathway that he holds the right on.

Anot her way of hedgi ng congestion or
deal ing with congestion probl ens and congesti on
costs is to have participants bid for transm ssion

capacity through the |1 SO s congesti on management

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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11
process.

As congestion on transm ssion |lines
i ncreases, the cost of transporting electricity
al so increases. At sone point it becones
necessary to identify longer term nore costly
sol utions to congestion problenms such as
transm ssi on expansi ons.

This brings us to the issue of who pays,
or who should pay to mitigate congesti on probl ens.
This has been a | ong and contentious issue. In
the past the | SO adopted the position that the
mar ket shoul d pay for such expansi ons based on the
costs of congestion versus the costs of grid
expansi on.

O hers believe that new generators that
cause or increase congestion when they connect to
the grid should pay. A market approach to
encour age transm ssi on expansi ons hasn't worked
for whatever set of reasons. FERC has rejected
the view that new generation should pay the costs,
so where does this |eave us.

PRESI DI NG MEMBER LAURI E: FERC has
rejected the issue that new generation should pay
all the costs or just their share?

MR. McCLUSKEY: Congestion costs.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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PRESI DI NG MEMBER LAURI E: Congesti on
costs.

MR. McCLUSKEY: Congestion costs. New
generators to pay the reliability cost, fromny
under st andi ng, based on ny understandi ng FERC has
rejected the notion of that -- or the policy that
new generation should be required to mtigate
congestion that they cause when they connect to
the grid.

PRESI DI NG MEMBER LAURI E: Now, let ne
ask a question about that, and I'Il be interested
in a brief explanation because | know that these
di scussi ons have been going on for sone time and
don't quite understand it.

Let's say we weren't playing with
el ectrons, let's say we were playing with
aut onobil es on a major thoroughfare. And I'ma
housi ng devel oper, and I'mgoing to put in a 500-
uni t subdi vi sion, and therefore I'm going to have
1000 trips per day that are going to be added to
t hat hi ghway system

Well, 1'"'mgoing to be -- and as a result
of ny 1000 trips a day there's going to be needed
upgrades for that systemto avoid | evel service F

or congestion.
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Well, 1'"mgoing to have to pay probably
into a pot of nmoney that will be used for upgrades
to the system

Is that what | SO proposed and FERC
rejected? O was it sonething different? O can
sonebody tal k about that later? W don't have to
do that now, but can we tal k about that?

MR. McCLUSKEY: Yeah, we can get to that
| ater.

PRESI DI NG MEMBER LAURI E: Ckay, go
ahead.

MR. McCLUSKEY: Well, let's do it later
Anyway, that's the basis of ny presentation. Let
me just summarize the issues we've identified
here.

One was congestion siting |ocation
decisions. W' ve already nentioned that. That is
to say does congestion affect where new devel opers
choose to site their power plants.

There's some evidence, of course, that
it does, but we'd |like to know how that's affected
f ol ks.

The other issue we've nentioned is
mar ket - based expansi ons and what are sone ot her

options. W suggested that perhaps the -- well
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we know where the | SO seenms to be going on this,
and what they're proposing is to do congestion
managenment studies, thenselves, or congestion
assessnment studies, thenselves, and to try to work
with the PTOs to get those congestion probl ens
resol ved.

A third option would be to rework the
mar ket approach and see if they can get that to
wor k, make sone conbi nation of the three

Anot her potential inpact of congestion
could be to displace older facilities or reduce
electricity output by limting their access to
transm ssion capacity.

One question we had here was if this
occurred could it eventually affect the anount of
net generation avail able under some conditions.
That is to say if new generation comng in
di spl aced ol der, |ess efficient generation, under
some conditions that would be a good thing because
it would show that conpetition was worKking.

Under present conditions it m ght not be
such a good thing because it could affect net
generation. So it's a problem now that m ght not
exi st in other circunstances.

So, with that, | would let Chris do his

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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panel di spensati on.

DR. TOOKER: Thank you very much, Jim
Qur first speaker in talking about transm ssion
line interconnection issues is Jeff MIller from
Cal -1SO.  Jeff.

MR. M LLER: Good norning once again
It's a pleasure to be here before you. 1'mJeff
MIler with the 1SO. |I'ma Manager in the |1SO s
Gid Planning Departnent. And one of the
responsibilities of my group is to review all the
generator interconnection studies that are
proposed for the I1SO grid.

PRESI DI NG MEMBER LAURI E: We had one of
your guys testify down in the Metcalf case the
| ast couple days. He was outstanding, absolutely
outstanding. |'mnot going into the substance of
his testinony, but the manner of his presentation.
So I'll wite you a note about that sonetine.

MR. M LLER: That's wonderful to hear
thank you. [1'll pass that on to him

We have five engineers, Peter's one of
them He's our senior engineer; we have four
ot her engineers. And we review all the generator
studies that are going on. Right now we have

about 115 projects that we're following as I'|
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mention a little bit later.

Today | wanted to cover sonme of the
points that Jimhad identified in his paper, what
are the generator connection study requirenments,
and just go over that real briefly.

['"l'l explain what the 1SOs role is in
reviewi ng those studi es and comenting on them
We' Il discuss a little bit about the queuing
process for generators, howit's done now and how
we're planning on doing it, just a very high
| evel .

And then | thought I'd give you an
overvi ew of what projects we're review ng, how
they're distributed anong the state. You're
probably already aware of nost of them but there
are sonme that, because of confidentiality
agreenents, aren't publicly known, so I'll give
you sone nunbers of at |east what we're aware of
in the state.

And then | thought it might be usefu
just to explain to you, just give you an overvi ew
of some of the big transm ssion projects, or the
nunber of transmi ssion projects and the dollars
that we're planning on spending on the

transm ssion system Not necessarily in
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association with the generation projects, but just
to give you a feel for what else is going on in
the transm ssion system

COW SSI ONER PERNELL: When you say we,
you' re tal king about the 1SO --

MR. M LLER: The |SO anong --

COWM SSI ONER PERNELL: -- is going to
spend noney on the transm ssion systenf

MR. M LLER: The 1SO along with the
participating transm ssion owners, which are
Edi son, San Di ego and PG&E

Okay, our process is governed by the
tariff that we have filed at FERC. It's also
governed by the tariffs that the transm ssion
owners have filed with FERC, as well as the
transm ssi on control agreements which are the
agreenents that give us certain rights in the
transm ssi on owner system

We have a four-step process that's
identified in that tariff. The first one is the
i nterconnection request. That's really sinple.
It's not worth spending a |lot of time on that,
it's just asking for an interconnection -- asking,
a generator approaches a transn ssion owner and

asks for an interconnection.
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The second one is a systeminpact study.
That's when you start getting into sone dollars
and tinme. |It's the analysis that the transm ssion
owner would do to determ ne what the inpact is on
their system and whether or not upgrades woul d be
required.

PRESI DI NG MEMBER LAURIE: And is that --
how wi despread is that study? O what |ength does
t hat study enconpass, so when you tal k about
i rpact on the system are you tal king about the
i medi ate systen? O from what point to what
poi nt? How do you know what a reasonable area to
study is?

MR. M LLER: The scope of the study is
general ly agreed upon before it start, among the
| SO, the PTCs and the generation devel oper. And
they use their collective understandi ng of the
systemto determ ne how far they expect the
i npacts to be, and what sort of things should be
covered in the study.

PRESI DI NG MEMBER LAURI E: Ckay, let ne
go back to nmy mmjor thoroughfare anal ogy again
Let's say highway 50 were not a state hi ghway,
let's say it were just a nonhi ghway road, a nmjor

t hor oughf ar e.
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And a new subdivision plan for El Dorado
Hlls. Well, those vehicles are going to have an
i mpact all the way into downtown Sacranmento and
beyond. And certainly the persons paying are not
going to want to take the view that we don't want
to study what the inpacts are at the interchange
down here, we'll let you study it through Fol som

Is that the kind of discussions that you
have?

MR. M LLER  Sonewhat, but what we woul d
try to do for that specific case is we would try
and study to get an idea of what the inpacts were
on the highway system And there hasn't been nuch
push back fromthe generation devel opers to
| ooki ng at that.

Now, of course, if you want to try and
do sonet hi ng about congestion that you find on the
hi ghway system then that's a different story.

We want to understand the inpacts on the
system but our present philosophy is we're not
going to require the generation devel oper to
mtigate those inpacts on highway 50. What we're
requiring themto do is to build the roadways from
t heir devel opnent out to the first major

t horoughfare. And fromthere on it's really a
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grid manager's responsibility to use congestion
management to deal with the inpact of that
additional traffic on the highways.

We do ask themto do sone upgrades if
there's a definitely reliability tie to the new
generation. And the mmjor thing that we ask for
there is circuit breaker additions in sone of the
substati ons. Because you can have a generator
come on line and they may not produce one
megawatt, but just the fact that they're there and
their machine is spinning can cause a circuit
breaker to be overstressed, and you may need to
repl ace that.

So we require that. But we don't --

PRESI DI NG MEMBER LAURI E: The genera
rule is that the highway 50 analogy is that the
greater public, the greater ratepayers, some other
source of funds, other than the devel oper, pays
for upgrades to hi ghway 50.

MR. MLLER Right, but the devel oper
has the choice of stepping forward and maki ng
those upgrades if they choose to do that.

PRESI DI NG MEMBER LAURI E: As opposed to
doi ng some other kind of mitigation?

MR. M LLER: Yeah. They can either --

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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wel |, they can agree with the other generators
that are trying to get out of the area on some
scheme for curtailnment, if they want. They can do
that on their own.

They can use the |1 SO s congestion
management protocols to deal with the congestion
O they can choose to build a transm ssion project
that would elinmnate it.

And then there's also the ability for
the 1SO to say, |ook, there's a |ot of generation
constrained in this one area. It's in the
interest of the ratepayers to free that up and
make it available to the overall state. Since
none of the generation devel opers are stepping
forward, let's go ahead and do it as a nornmal
reliability transm ssion project. Have one of the
transm ssion owners build a facility and recover
it through the rates.

MS. SHAPIRO Wiit, | have a question
| wanted to use Bob's analogy. | just want to
tal k about the study, the system study. But we're
going to use the highway, since that's so easy to
under st and.

So, | want to understand how far, the

study goes further than just hooking into 50.
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Woul dn't the study |ike cone down to the nearest
urban area? | nean not down to L.A., but at |east
to Sacranent o?

MR. M LLER The study actually
typically goes at least to the State of
California, and often --

MS. SHAPI RO.  OCh, okay.

MR. MLLER -- for the nodel we've
nodel ed the whol e western interconnection, which
is fromthe Rocky Muntains --

MS. SHAPI RO Okay, so the study
actual ly does do much greater than just down to
the nearest big city type of thing?

MR. M LLER Right.

MS. SHAPI RO Okay.

MR. M LLER So we know what the inpacts
are. It's just right now we don't require the
generation developer to elimnate those inpacts.

MS. SHAPI RO Thank you.

MR. MLLER. Ckay, so the two nmin
studies are systeminpact study, identify the
i mpacts. And then you go into the detailed
facility study, and that's where you figure out
exactly what needs to be built to mitigate those

i npacts. Those are the two big steps.
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The fourth step is you have to let the
rest of the west know what you're doing. So you
post what your plans are up on the websites of
those entities, the WSCC, Western Systens
Coordi nating Council, and RTG is Regiona
Transm ssion Group. You night have heard of the
West ern Regi onal Transm ssion G oup, which is the
maj or one for this area.

COW SSI ONER PERNELL: That's just a
matter of information. Do they have any say-so
over whether or not they approve or disapprove of
what you' re doi ng?

MR. M LLER: They do have the ability,
through the Western Systens Coordi nating Council
to come in and object to what you're doing.
Typically for these generator connection projects
we haven't really seen that. W haven't had any
entity object to it.

The WSCC process is really neant to dea
nmore with maj or changes to bul k transm ssion
facilities, |like the interconnections between the
Nort hwest and California. So these small
generation projects, you know, 1000 negawatts may
not be small, but to the overall western systemit

is. Those really don't get focused on by those
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gr oups.

PRESI DI NG MEMBER LAURIE: We'll try and
not interrupt you very nuch nore, because we note
that our other speakers will probably be
addressing these issues in greater detail

MR. MLLER. Ckay. All right, so the
big things there were the system i npact study and
the facility study.

And the way our tariff is set up right
now, the transm ssion owners are the ones that
conduct the studies, and the |SO reviews the
st udi es.

["mnot going to go through this chart,
probably can't read it fromthere, anyway. But
this has all the tinelines under our tariff for
conducting the different phases of study. And it
has the different roles, the different entities.
The 1SO s role is on the left. Transm ssion
owners' role is in the mddle. And the applicant
or generation devel oper is on the right.

And this just gives you an overvi ew of
the different tinelines. The systeminpact study
that you were asking about earlier, 60 days is the
timeline for themto conplete that.

The facility, because that can becone
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fairly involved, that's a tinmeline that's
negotiated in the agreenent between the generation
devel oper and the transm ssi on owner.

Just wanted to give you an overvi ew of
the type of approvals that we grant on these
i nterconnections. We really only started out with
one type of approval, which was we either approve
it or we don't. And that didn't really fit the
way that these generation projects were being
processed. Because it takes generally a |ot of
study work to get to the point where you can say
absolutely, that's everything you need for a
generati on project.

So what we did is we came up with a
coupl e other types of approvals. The one that we
woul d use the nost with the Energy Conmission is
called a prelimnary approval.

And that neans that we're satisfied that
the generation project has identified all the
maj or facilities that will be required to connect
their project into the grid.

There may be sonme out standi ng i ssues
such as how they're going to hook into a RAS
schenme, or whether they have to. O exactly what

circuit breakers they need to replace. But we're
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satisfied that the major facilities have been
identified so that you, as a permitting entity,
can be confortable that there aren't going to be
maj or new facilities that this generation project
requires that m ght have environnental inpacts
that you'd have to consider

So we devel oped the prelimnary approva
mainly to facilitate the siting process.

And then the conditional approval, we
devel oped that to deal with cases where we were
sure that all the inpacts had been dealt with, but
we didn't have all the documentation that we night
have wanted fromthe transm ssion owner on it, so
we say presum ng you can get us this docunmentation
within a certain period, you re approved. That's
a fairly sinple one.

And then final approval, they, of
course, have to have that before they actually
i nterconnect, but that's when everything' s agreed
on exactly what's required as far as being
participation in a renedial action schene, maybe
sonet hing that we may want to discuss later. |
know it's in Jims paper

And al so the specifics as far as what's

required for circuit breaker replacenents and so
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on.

Al'l right, nowin response to the
situation we're in today, what we've done is
recogni ze that transm ssion owners are being
required to turn around studies, in sone cases, in
seven days. The typical tinmelines for ISO review,
whi ch might be a few weeks to a few nonths, didn't
seem al |l that appropriate.

So what we've done is we've really
shortened our process to really just a few days.
And as soon as we get a study in fromthe
generation devel oper, or even a note that they're
planning to start a study, we send it to our
operations engineers and ask themto tell us if
t hey have any concerns; in 24 hours our planning
engineers will start doing the analysis and try
and turn that around in one day. And start
witing the witten response to the generation
devel oper.

And then they' Il discuss it with me, and
we' |l send out the response hopefully within two
days of receiving the study.

PRESI DI NG MEMBER LAURI E: Wul d you |ike
to take questions on planning issues this

afternoon when we tal k about congestion?
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MR. MLLER Anytine you'd like to ask a
guesti on.

PRESI DI NG MEMBER LAURI E: Ckay, that's
probably the better tinme to bring it up, clarify
who' s doi ng what to whom and why and that kind of
t hi ng.

MR MLLER Okay.

COVMM SSI ONER PERNELL: But typically
it's two days for 1SOto turn this around?

MR. MLLER: W're trying to do that in
two days. | can't say it's always been two days,
but the one thing we're conmitted to is we're
never going to be a source of delay for these
proj ects.

We need the generation so desperately,
if we have to have people work around the clock
we will, so that we don't delay the projects.

COW SSI ONER PERNELL: Is it safe to say
it's less than five days?

MR. M LLER  Yeah. Well, it would be
less -- well, except in -- there's some |arge
projects that it just is going to take |onger
But for the smaller ones, |ike the ones that we're
processing for this sumer, the sumrer reliability

generation, 50 nmegawatt project. Those, we fee
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confortable we can turn those around in a couple
days.

You know, nobst of the places on the
transm ssi on system you can put in another 50
megawatts wi t hout maj or inpacts.

We use a |l ot of engineering judgnment for
those smal |l er projects. A good exanple is
stability studies. Those require quite a bit of
time. For sone of the smaller ones we say, well
we don't think there's going to be a problem
we're going to use our judgnent and say, you don't
have to do the stability studies, and we'll go
ahead and give them approval w thout that.

And we act as a proponent for the
generation. We try and aid themin connecting to
the system We try and work out disputes that
they may have with the transm ssion owners. W
try to aid the siting process by providing your
Conmi ssion with testinony.

Just quickly on the generation queues,
ri ght now those are being managed by the
transm ssi on owners. Each one has a different
queue. And they have sonewhat different queuing
pol i ci es.

The queue is inportant, because
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dependi ng upon where you are in the queue can
significantly change the costs that you're going
to have to pay to connect to the system So it's
a very common i ssue anong generati on devel opers.
It's one of the things we hear about a |ot, the
conpl ai nts over, you know, they think they should
be in the queue in a certain point. And a
transm ssion owner may feel differently.

Ri ght now we're saying it's the
transm ssi on owners' queue and we're going to go
with what they say. But that will change shortly,
although I can't say I'mthrilled about that.
Because we're going to take over managing the
gueue, so we'll get to deal with all those
di sput es.

We have a queuing policy that's been
drafted that we're planning on filing with FERC
shortly. And there's not nuch tinme to go into
specifics, but there's a witten docunent if
you're interested. |'d be glad to give it to you.

PRESI DI NG MEMBER LAURIE: | think you'l
find that the key to the queuing issue is advanced
pl anni ng. Because if you have your plan in and
the costs allocated or determned, it doesn't

matter where you are in the queue, everybody's
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going to be treated equally.

Until that happens, sonme folks wll want
to get in early; sonme folks will want to get in
late. And it's always a gamble.

MR. M LLER Yeah, there's a little bit
of a gane going on there. And there's quite a bit
of strategy behind when you want to file your
application and what happens when sonebody changes
their application or don't neet a deadline.
There's a nunber of issues with queuing.

Just as an overvi ew of the type of
projects that we're dealing with, we've got about
115 generation projects that we're follow ng. Not
all those are connected right onto the ISO grid.
Some of them are nei ghboring systems. Sone of
them are along the Arizona border with California.

We have all sizes fromlittle I ess than
10 nmegawatts to nore than 1200. Nearly all gas,
which is an interesting policy issue, but not the
subj ect of today. And then the total numnber is
about 39, 000 negawatts.

The distribution of this generation
anong the grid is --

PRESI DI NG MEMBER LAURIE: Well, | guess

we pronmi sed we wouldn't interrupt you again, but
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t hat 39, 000 negawatts is an astounding nunmber. |Is
that information all public where that 39, 000
cones fronf

MR. MLLER No, it's not, because many
of the projects are still being held confidential

PRESI DI NG MEMBER LAURI E:  Yeah.

MR. M LLER: The generation devel oper
needs to work with the transm ssion owner and the
SO to figure out whether or not their project
makes sense. You know, if it really makes sense
to hook it in at a certain point.

But they've asked us to keep those
projects confidential. So, we have a list that we
maintain internally. And the reason |I'm show ng
you just the very high level nunbers is that it
doesn't void our confidentiality agreenent.

People are interested in how the
generation is distributed. W have about 13, 000,
actually nmore than 13,000 nmegawatts that's
proposed to be connected to the PG&E system
14,000 on Edison's; and 4000 on San Di ego's.

If you talk with those transm ssion
owners they're going to give you a different
nunber because they have different |ists and have

different confidentiality agreenments.
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And then just to get an idea of howit's
di stributed anong the state, Path 15 is the big
i ssue lately, the major transm ssion constraint
bet ween the northern and southern parts of the
state.

We have about 11,000 negawatts that's
proposed north of Path 15, and 27,000, nuch of
t hat over on the Arizona border, south of Path 15.

PRESI DI NG MEMBER LAURI E: Can you j ust
gi ve us a rough idea of what percentage of the
39,000 is in Arizona?

MR. MLLER Yes. |It's around nearly
10, 000 of it.

And ny last slide is just a description
of the nunber and dollar amount for transm ssion
projects that were -- we've already approved on
the 1SO grid.

You can see the table on the top gives
you t he nunmber of projects planned for the
different years. And the dollar amunts for those
projects. You cone up with a total of a little
over a billion dollars in transm ssion upgrades,
and the total nunber of projects is 122 on this
slide. This slide's a few weeks old. | believe

we're up to 131 now.
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And the chart bel ow just gives you the
information in graphical form

| just wanted to give you this
information to make you aware that there is quite
a bit going on in the transm ssion system | get
the feeling fromreading the papers and tal king
wi th people that sone people think that planning
or transm ssion construction in the state somehow
st opped when deregul ation started. It didn't.

Quite a bit of transm ssion construction
is going on. These are not projects associated
with generation. These are just projects to
provide basic level reliability to the state.

And | just wanted to throw that in as a
little added bonus.

Wth that, that's all | have. Thank you
very much.

COW SSI ONER PERNELL: Can we ask a
coupl e questions now before you get away?

MR. M LLER Certainly.

COW SSI ONER PERNELL: On the
i nterconnection, it wasn't clear to ne who
actually pays for that. You said the |ISO pays
sonme and the generator -- who pays for the upgrade

of the transm ssion systenf
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MR. M LLER: The generation devel oper
woul d pay for the studies, and would pay for the
reliability inpacts. They would pay for the
transm ssion facilities necessary to get from

their project to the first major thoroughfare, the

first --
COW SSI ONER PERNELL: Right, right, to
the --
MR. MLLER -- mmjor road.
COW SSI ONER PERNELL: -- to highway 50.

MR. M LLER: Yeah. And then they would
pay for things like circuit breakers where we had
a direct reliability tie to the generation
proj ect.

COW SSI ONER PERNELL: Ri ght.

MR. M LLER: And they m ght pay sone of
the costs for different control schenmes |ike
renmedi al action schenmes that | briefly nentioned.

But when you get out into the system
and you have those downstream i npacts, |ike
hi ghway 50 when you're driving in in the norning,
t hen the generation devel opers are not held
responsi bl e.

And that's FERC policy and we're just

pl anning to inplenment FERC policy.
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COW SSI ONER PERNELL: Al'l right, and
who's hel d responsi ble for the upgrade and
mai nt enance of the highway 50 for this anal ogy?

MR. MLLER It would be the 1SO and the
transm ssi on owners.

COW SSI ONER PERNELL: Al'l right, now
why is the SO held -- does the | SO get any
revenue from --

MR. M LLER: No, but the only reason we
woul d step forward and say go ahead and elimnate
this congestion, and build sonething, is because
we mght feel that it was in the interests of the
ratepayers to | ower the congestion costs, |ower
power prices for everybody, and facilitate markets
and so on.

And given those benefits, they may be
substanti al enough to offset the costs of the
transm ssion project, so we'll go ahead and build
t he project.

COW SSI ONER PERNELL: Ri ght, and
understand that. | guess ny question is if | was
an owner of a portion of that thoroughfare,
woul dn't do any upgrades until the |1SO deened that
it's of the best interests of the state to help ne

do that. | nmean it seens to me that it is not an
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incentive for me to do any upgrades.

MR. MLLER. That's right. That's
right. Now the generation devel oper may have a
strong i ncentive, because they may not be able to
get financing for their plant unless they can get
it out to market.

They may think that the constraints
occur during periods when the power is going to be
nost val uabl e, and their project wouldn't be
econom ¢ without the transmi ssion addition. So
they may have incentives to step forward and do
it, and we, of course, encourage that. | nean
that's our preferred solution is to have the
generation devel opers elimnate the congestion and
take on those costs thensel ves.

But, if they don't step forward and do
that, and it looks like it's in the interests of
the ratepayers to step forward and build
somet hing, then we're there to fill that gap

PRESI DI NG MEMBER LAURI E: You don't have
any authority to order an inprovenent, right?

MR. M LLER. W do have the authority to
direct a transm ssion owner to build a
transm ssion reinforcenent. They have the ability

to say no. And we can take it through AER and so
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on. But in the end, if we prevail at FERC, they
are obligated to build the facility.

PRESI DI NG MEMBER LAURI E: And what's the
rol e of the PUC?

MR. M LLER.  The PDC?

PRESI DI NG MEMBER LAURI E: PUC.

MR. M LLER: Ch, PUC. The PUC woul d be
the siting authority for the transm ssion
facility.

COW SSI ONER PERNELL: And on a scale
fromone to five, what is the condition of our
transm ssion systemin the state? Five would be
good.

MR. MLLER: Well, you have to split it
into sections. If | were to take Southern
California Edison's system 1'd give it a five.

If I were to take San Diego's system and
negl ect the inport capability concerns, I'd
probably give that a four or five, too. They need
sonme serious additions to be able to inport power
into their area

P&E s system |1'd probably rank that a
little lower, around a three, sonething |ike that.
And we're working hard to bring their systemup to

the sanme standard as the systems in the southern
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part of the state. The bulk of our transm ssion
projects are in the northern California and PG&E
system

MR. TOVASHEFSKY: Just one timng
request before you go. You tal ked about the
revi ew being shortened to a few days. What
happens when we get beyond a crisis, do we go back
to the traditional review process? And if so, how
does soneone that cones with an application
request know that we're now back on a regul ar
track?

MR. MLLER. We'Il have to send sone
notice out. But | would hope that we can get back
to regular track, just from a workl oad managenent
perspective. Also, | think given a little nore
time, we do a better job. And we can nmake sure
that all the issues are very thoroughly dealt
with.

I"mnot saying there's going to be
reliability problenms or any major concerns from
speeding things up like this, but I think it is
better to take a neasured approach if you have the
time.

And typically the interconnection

studies aren't the thing that holds up a power
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plant. So, | would hope that we could go back to
the old tinelines and not add delay to new
generation com ng on |ine.

MR. TOMASHEFSKY: Thanks.

COW SSI ONER PERNELL: Thank you.

MR. McCLUSKEY: Jeff, just a quick point
of clarification. You said that devel opers are
not responsible for downstreaminpacts. You nmean
congestion by that?

MR. M LLER: Congestion

MR. McCLUSKEY: But reliability problens
they are responsible for, if they --

MR. M LLER Right.

MR. McCLUSKEY: -- if they're
i nterconnection causes a reliability problem
downstream of the point, the first point of
i nterconnection to the system they're responsible
for mtigating that, the cost of mitigating that?

MR. MLLER That's right, but about the
only reliability inpacts we've seen downstream
woul d be circuit breakers or participation in sone
control schene.

MR. McCLUSKEY:  Okay.

MR. MCCUEN: If | might, just for a

second here. M nane's Al McCuen. |'mthe
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Program Manager for the Transm ssion System
Engi neering discipline. 1've worked with the
Cal -1SO for three years and devel oped nost of the
coordination with the Cal-1SQO

In terns of his statenent that
i nterconnecti on studi es generally, or maybe never,
hel d up our process, that is true. Qut of 16
cases there have been one or two tines, | believe
it was one where because an interconnection study
was not available, the prelimnary approval by the
Cal -1 SO wasn't avail able, and the FSA or a hearing
had to be del ayed.

So, just basically, although it's been
very difficult, we have been able to persevere and
not delay cases. |It's also quite conmmon that ny
staff or I would see a prelimnary approval over a
weekend, or given in as short as three days, even
hi story.

DR. TOOKER: Thank you very nuch, Jeff.
VWhat 1'd like to have the foll ow ng speakers do,
or encourage themto do, is where possible to
elimnate any repetition in terns of system
approaches or processes and just try to highlight
what they do in their own roles, or the issues

that they see that are of concern that haven't yet
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been addressed. So that we will have time for
questions and we will be able to get all the
speakers on.

The next speaker we have is Dave Kori nek
from San Di ego Gas and El ectric.

PRESI DI NG MEMBER LAURI E: Good nor ni ng,
Davi d.

MR. KORI NEK:  Good norning. Thank you,
Conmi ssi oner Laurie, --

COW SSI ONER PERNELL: ' Morni ng.

MR, KORINEK: -- for the invitation
Conmi ssi oner Pernell

I want to focus my comrents on the study
resources, the study process, and study tinefrane
and queuing in my comrents this norning.

The resources avail able to conduct these
studi es, which are essential to connecting the
plants, are a very linmted conmmodity. 1In the
entire state, including the transm ssion owners
and the 1SO, and qualified consultants, the people
that are capable of performng this type of
studies are nunbered in the few dozen. And that's
st at ewi de.

And so there's a linmited pool of

personnel available to conduct this kind of work
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And, as you've seen from sone of the earlier
slides, a trenendous vol une of requests.

|"ve got a slide | wanted to share with
you that kind of portrays --

PRESI DI NG MEMBER LAURI E: So woul d that
be a good consulting business to get into at this
particul ar --

(Laughter.)

MR, KORINEK: It's a trenendous
consul ting business to be in, yes, and | encourage
ot her consultants to nove into that business.

The slide | have to share with you here
is just to show the inpact that deregul ati on has
had in California, in particular the SDGE system
in this area of generation interconnection
st udi es.

The slide shows a nunmber of sites that
we' ve been asked to study by nerchants since 1998.
You can see in '98 and '99 we had one or two sites
in each year to study. |In cal endar year 2000 we
had over 30 sites to study. And based on the
requests this year to date, it |ooks like we'll be
again in the nei ghborhood of sonme 30 studies in
the year 2001.

Not wi t hst andi ng the CGovernor's
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directive, his recent executive order to expedite
the studies for sinple cycle and conbi ned cycle
units in 2001 and 2002 to an extrenely short
timeframe, the average tine to do this type of
study takes one to three nonths.

So, with 30 studies a year, just for
SDG&E al one, you can see the anpunt of manpower
that's consuned in this type of work. Not to
mention the utility's own | oad surveying studies
and expansion plans that are also taking place in
parallel with these generation studies.

PRESI DI NG MEMBER LAURI E: Does San Di ego
rely on in-house staff, or do you contract outside
when necessary? How do you handl e the workl oad?

MR. KORINEK: We rely alnost entirely on
internal staff. W do selectively use outside
consultants where it's appropriate

We receive inquiries on alnost a daily
basis fromthe applicants for interconnection on
the status of the study, on how we can expedite
the studies. And so there's a lot of attention
given to the study resources and the study
timelines.

Suggestions to the process for

applicants. One is to apply as early as possible.
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The earlier they get in the queue the better
position they are in to get their studies
expedi ted and through the process.

The other thing that I would request of
themis to keep in mnd that there are other
merchants in front of themin the queue. That in
spite of their own business plan and their own
timetabl e, that they need to understand the nunber
of other applicants and hopefully woul d expect
t hose applicants to be given the sane care and
t horough analysis of their requests that they
woul d, thenselves, |ike to have.

Anot her option to consider is the
possibility of joint studies between participants.
O | should say between applicants. In those
cases where there are nore than one applicant
project connecting at a |location in the system or
simlar locations in the system and on a simlar
timeframe, there may be an opportunity for those
applicants to participate in a joint systeminpact
study. And rather than doing the study
sequentially, perform ng these studies in
parall el .

That does require themto make nore

di scl osure of their business plans than, in sone
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cases, they're willing to do. |In many cases they
are sonmewhat reticent to disclose that |evel of
i nformati on.

But | woul d encourage them where it's
possible, where it is workable with their business
plan, to consider working with the PTO and
determining if there are other applications that,
along with theirs, can be studied as a joint
study, a parallel study with all the parties
i nvolved, in order to expedite the process.

One thing that | would not encourage
merchants to do is to try to expedite the design
and engineering of the facilities before the
studi es are done.

We' ve had some pressure from nerchants
to do just that. Qur experience is that tends to
be very counterproductive.

If the resources, again in addition to
the study resources being limted, the engi neering
and design resources, as well as construction
support to actually put these interconnections in
place is also a very limted resource

And therefore, in an effort to say well
let's get on with the design and engi neering, and

get that rolling while the studies are still in
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progress, can i ndeed be very counterproductive,
and very costly. Because the plan of service for
i nterconnection may change significantly fromthe
early phase of the systeminpact studies to the
end of the facility studies.

So it may be appropriate in sone cases,
but needs to be done with great care. And done in
only those cases where the plan of service is
clear froman early stage

In spite of that there nmay be
opportunities to rel ease sone parts of those jobs
to engineering at an earlier date.

So, the bottomine is that what we need
to see is a lot of flexibility and cooperation
bet ween the applicants and the PTGs in this
process in an effort to try to facilitate that
t oget her, and perhaps nmake discl osures of sone of
their business plans in order to facilitate that
process in a nore tinmely fashion

The other point | wanted to make is that
the process of providing the interconnection is
really a parallel process to the generation plan
itself, in terms of the work flow and the
timeline.

And in nmany cases it's the tineline for
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the electric interconnection that drives the
feasible in-service date of the project, not the
timeline of the generation unit, itself.

The plant may be able to be built in a
much shorter tinme than the transm ssion, given the
desi gn equi prent | ead tines, transm ssion
licensing requirenents, and extended tinefrane
that may be involved in actually installing the
el ectric interconnection facilities.

Thank you for your tine.

MS. SHAPIRO | have a question. Could
you give an opinion about howit will be if the
queui ng is managed by the |1SO instead of you?

MR. KORI NEK: W support a centralized
gueui ng process by the |SO

MS. SHAPI RO Thank you.

COW SSI ONER PERNELL: | think our
noderator has left the room so whonmever is next.

PRESI DI NG MEMBER LAURI E: M. Tooker,
where did he go?

COW SSI ONER PERNELL: | think he
st epped out for a mnute.

SPEAKER: | woul d wel cone our next
speaker from SMJD

MR. LEI GH- KENDALL: Good norning. M
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nane is Janes Leigh-Kendall. |'m happy to have
t he opportunity to be here, and I'lIl see if | can
wor k on contr ol

MS. SHAPIRO We're marveling that part
of the systemis working, since our usua
experience is breakdown after breakdown after
breakdown wi th our new expensive system So,
we're inpressed

PRESI DI NG MEMBER LAURI E: Yeah, but
what ever you do, don't try a conference call from
this room

MR. LEI GH KENDALL: [|'m glad you noticed
how compl ex el ectrical systens are. Sonme of ny
comments will address even nore conpl ex issues.

| wanted to talk this nmorning about two
broad issues, if we can get to slide tw. Ckay,

t hat nakes sense.

Al right, the two broad questions that
are raised in your notice are interrel ated, |
think. The requirenents to connect studies and
t he constraints access issues identified in the
studies require solutions that | think are bound
t oget her.

The first issue of transm ssion studies,

we believe studies need to be done, of course.
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And they can be done in a tinmely manner. SMJD s
process is very simlar to the 1SO s process.

We do believe that common rul es and
processes are required to neet the tinelines that
are sent by building and interconnecting a
generation plant, and how t he upgrades and
constraints, the second issue, are dealt wth,
will play into that tineline.

So | want to touch on issue two, here,
too. The constraints and upgrades that are
identified through the studies. Qur main concern
is that any new rules for a new project
i nt erconnecti on should add and not displace, and
certainly not dimnish the capability of the
exi sting systemto serve | oad.

So we see a relationship between
congestion and reliability, at |east where it's
required to serve |load. And may have some
different comrents in the current |SO protocols on
t hat .

PRESI DI NG MEMBER LAURI E: Do you have a
gradi ng system when you tal k about constraints, so
when you | ook at a particular line, let's go back
to our autonobile traffic analysis again. You

start off with level of service A and go down to
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| evel of service F, depending upon the degree of
congesti on.

VWhen you're identifying the lines, and
the need for -- and you're doing your planning,
how do you grade the extent to which lines are
congested or not congested? Are they graded
simlar to roadways?

MR. LElI GH KENDALL: Probably it's nore
of a bright line test. Most |ines have normal and
energency ratings. So once it exceeds its nornal
rating, it's congested. W don't allowit to
exceed its energency rating. And we |ook at what
wi Il happen if we have to prepare for the first
outage. So it's probably simlar to roadways, but
alittle bit nore definitive

PRESI DI NG MEMBER LAURI E: Thank you.

MR. LElI GH KENDALL: Okay, | do note on
this slide that renpve congestion or provide
reliability, that it's unfair to have the | ast
project that causes a limt to pay for massive
upgrades that are often required. Those goes into
the queue issue a little bit. Everybody's
strategizing to get in before that upgrade's
required for reliability purposes.

But, by the same token, having a new
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project pay nothing gives very poor |ocationa
signals and won't acconplish nmuch if nmore load is
not able to be served as a result of that project.

And as a result, it appears that rating
up with nore RAS schenes, renedial action schenes,
as the easy generation interconnection solution
You just build down to highway 50 --

PRESI DI NG MEMBER LAURIE:  And RAS is

what ?

MR. LEI G4 KENDALL: renedi al action
schene.

PRESI DI NG MEMBER LAURI E: Ckay, thank
you.

MR. LElI GH KENDALL: Now, before I go
further into the RAS comrents, | wanted to go rea

qui ck historical overview of where we benefit,
qgueui ng, this has already been touched on, so
won't go into it much.

In the old rule, new connections were
made after systemreinforcements were nade by sone
party, but sone people didn't have to nake those
i nterconnections. And there's a bit of a fairness
guestion that cones al ong when sonme people could
i nt erconnect wi thout paying, because there was

exi sting margin on the system
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There are sonme reasons for this. When
an upgrade is made there's many w nners,
transm ssion pass all over the region can be
i nproved. To use the highway 50 issue, if you
added a new | ane to highway 50, as a result of one
nore onranp being constructed, everybody that uses
hi ghway 50 has an easier ride into town. There's
| ess congestion and nore reliability. RAS, of
course, is always cheaper than buil ding sonething.

If I can nove to slide 8  \What's wong
with RAS. Mire and more RAS, you see three
projects that are near the SMJD area right now
that are in the approval, or have recently been
approved, have agreed to renedial action schenes
where they will ranp down if there's any overl oads
on the system They agreed to do that.

And one of SMJUD s mmj or concerns is what
if there's a hiccough, these RAS schenes are
usual |y el ectronic or the sinplest one probably a
t el ephone call, but they sense system conditions
and turn the plant off or shut it down.

So what happens if all these RAS schenes
start operating on top of each other in the
future. We don't know, but we need to think about

t hat.
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Al so, the economi sts at SMJD have |et nme
know t he RAS schenes, since they're applied to the
newest units, have the undesirable effect of
per haps bumpi ng the nost efficient unit off Iine
when it's needed nost.

A generator may be able to economically
explain being off Iine for three or four hours a
year if his RAS scheme nmay need to be operated,
but we still need to serve the |oad for those
three or four hours with sone unit.

So, the question comes, slide 9, is if
not RAS, then what. SMJD thinks constraints need
sol ved by upgrades, transm ssion or generation
that's | ocated close to |oad, rather than
curtail nent of generation through conpl ex
protocol s such as renedial action schenes.

COW SSI ONER PERNELL: Who do they think
shoul d pay for those upgrades?

MR. LEI GH KENDALL: 1'Il get to that in
t he next slide.

(Laughter.)

MR. LEI GH KENDALL: The basic prem se
here is that adequacy and reliability should be
| ooked at together.

So this |leads to two recommendati ons.
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One, of course, is that all these policies and
i nt erconnecti on procedures shoul d preserve great
capabilities to serve |oad growth.

And then SMJUD, to answer your question
supports concepts that may share the cost of these
upgrades, and not stick one entity or create a
barrier to entry. Now exactly the mechani sm of
doing that is a conplicated issue that the
beneficiari es and users and maybe the | SO or maybe
the State of California, as a whole. But those
are sone things that need addressed, rather than
just either not paying and all ow ng RAS, or
sticking one transm ssion owner with the cost of
t he whol e upgrade that benefits the region as a
whol e.

PRESI DI NG MEMBER LAURIE: Now is that,
goi ng back to the last slide, SMJID s Board's new
concepts |ike cost sharing?

See, | wouldn't consider that a new
concept. | have to admit to a gross |ack of
education on how we have funded transmn ssion
upgrades in the past, and this is really hel pful.
But | know how we've built roads. And we build
roads by cost sharing. So that if you're first in

line, and you want to go first, and you have to do
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t he upgrade, and you build beyond capacity for
just what you're causing, well, great, we're going
to make you build it, but you're also going to get
rei mbursed through a reinbursenment agreenent.

If a bunch of folks want to go through
at the sane tinme, then an area benefit kind of
deal is fornmed, and everybody throws noney into
it, and everybody benefits fromit.

So the concepts are not, to the extent
that they can be anal ogi zed to a hi ghway system
are not new. They've been used for decades.

| sense that they're new to the
transm ssion system but | don't know that. And
this is really hel pful

MR. SABET: Commi ssioner Laurie, | was
goi ng to suggest you're absolutely right. It is
not a new concept and there's plenty of exanples
in transm ssion planning. | don't think Janes
i ntended that, but basically this is a concept
t hat maybe shoul d be el evated.

MR. LElI GH KENDALL: El evated or proceed.

And then nmy final thoughts on this is
t hat studies can be done and need to be done in a
timely manner; however, generation, transm ssion

and |oad growth all need to be addressed together
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and not just through congestions and all these
steps need done prior to interconnecting a
proj ect.

So, if there's any questions regarding
this brief overview and dome of SMJUD s thoughts on
the issues I'I|l be happy to answer them

COWM SSI ONER PERNELL: My question is
just in relationship to SMJD, and actually I
t hought | knew a | ot about SMJD, having served on
t he Board.

In the anal ogy of a superhi ghway, does
SMUD own part of the transm ssion superhi ghway, or
is it all kind of l|ocal connection wres?

MR. LElI GH KENDALL: SMJUD owns part of
the California Oregon Transm ssion project that
extends all the way to the border between
California and Oregon

And we own a high voltage transm ssion
systemin the Sacranento area that also extends
into other counties around us, and parallels other
super hi ghways. They all work in conjunction.
Anyt hi ng done on Western's grid or the SO grid
i rpacts SMJUD. So we need to stay, and we do stay
in coordination with them

COWM SSI ONER PERNELL: And SMJUD gets
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revenue fromthose transm ssion |ines?

MR. LEI GH KENDALL: We probably pay. W
pay to use our transmission lines. | don't
believe we have a -- we do get revenue if we allow
sonmebody el se to use our transm ssion |lines, but
SMJUD s basically, as you know, a net inporter of
electricity, and we use the transm ssion to serve
our own load. So we're usually paying to use
ot her people's in addition to paying the costs for
our own facilities.

COW SSI ONER PERNELL: Okay, but if
someone were inporting electricity fromthe
Nort hwest, and it comes through your |ines, then
they woul d pay you a transition charge or
somet hi ng?

MR. LEI GH KENDALL: Correct.

COW SSI ONER PERNELL: Okay.

PRESI DI NG MEMBER LAURIE: And that's,
does the term wheeling apply to that charge?

MR. LEI GH KENDALL: \Wheeling is a
typi cal transaction charge for using a
transm ssion line to transport electricity.

M5. SHAPIRO. Do you do that? 1s there
power coming fromoutside that comes through you

and you don't use right in your territory?
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MR. LEI GH KENDALL: Physically | believe
every electron that cones in to SMUI is used in
SMUD. Contractually we do -- we will for sone of
Western's custoners, Folsom Prison and offices
within our service territory. But physically
everything is used. Contractually it's a
different story. And we woul d need ot her
presenters up here to describe that.

PRESI DI NG MEMBER LAURI E: Thank you.

MR. LEI GH KENDALL: Thank you.

COW SSI ONER PERNELL: Thank you.

DR. TOOKER: Thank you very nuch, Janes.
Qur next speaker is Mdrteza Sabet fromthe Western
Area Power Adm nistration.

PRESI DI NG MEMBER LAURI E: Mbdrteza, good
nor ni ng.

MR. SABET: Good norning, Comr ssioners.

COW SSI ONER PERNELL: Good nor ni ng.

MR. SABET: | just want to give a little
bri ef background about myself, not to basically
for self pronotion, just give you a perspective
where |I'm conming from

I have been working for Western Area
Power Adm nistration for 20 years. M background

is nostly the planning all the way to construction
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and initiation of project, so | have some ideas
about what it takes to do sone of these projects
we' ve been tal ki ng about.

Also | wanted to say | have the good
fortune of working with this Commr ssion back in
the late '70s, so | have sone synpathy for your
pai n, as well

I just wanted to kind of address sone of
the issues that you have brought up during the
course of this discussion. | don't have any
over heads because | was busy doi ng ot her work, but
I do have an overhead that | |ike to refer to
| ater.

PRESI DI NG MEMBER LAURI E: Are you

talking to tal k about WAPA at all? Can you

give --
MR SABET: Yes.
PRESI DI NG MEMBER LAURI E: Yeah, okay.
MR. SABET: That's what | was going to
do.

Peopl e often ask ne are you inpacted by
the restructure in California, or the SO M
response normally is just |like being in a pool of
wat er around you, you're not wet. W are

i mpact ed.
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So the fact is everything around you is
going to inpact. | was going to kind of
capitalize on your analogy for highway system
Ki nd of expand on what Jeff said.

Basi cally what you're tal king about, a
hi ghway system you're tal king about the generator
bei ng responsi ble for the onranp. Along the way
to get to the freeway, if there is a bridge that
you' re busting because your axle |oading is high
you have to fix that bridge. That's called |oca
mtigation, reliability mitigation for that
i mpact .

Downstream | think | like to use a water
and sewer systemfor that. In other words, if you
have an infrastructure froma public good point of
view, you don't want to expand the infrastructure
every time you have added flush to the system

So you have to have an infrastructure --
and we do a good job of that in this country.

VWhen we build an infrastructure for water and
sewer treatment we do a very good job. W never
hear any problemw th that.

The anal ogy for traffic is good, with
t he exception the traffic, you can basically

endure the wait. |[If you don't believe that, San
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Franci sco is always a good exanple to see. You
can delay basically getting to work or get there,
but you al ways get there.

VWhereas if your infrastructure is not
good enough you're going to have flooding and
pl uggi ng on your hands. That is not a good public
policy. So | fully, you know, from Western being
a public entity, fully support that.

Now | get back to the Western Area Power
Admi ni stration. We are one of the power marketing
agencies, this office, which is Sierra-Nevada
region, is located basically in northern
California, north of Bakersfield. Qur service
territory covers the Nevada area, but nost of our
transm ssi on and hydro generation is northern
California.

We have about 2000 negawatts of
generation, 1500 megawatts of | oad obligation. W
are a wholesale utility with no |oad growth
obligation. One of the problens we are seeing
wi th the encroaching | oad growth, expansion of the
addi ti onal use of transm ssion, our system margin
is being depleted. W are inpacted in that sense,
which | have sone exanples to talk to you about.

In terns of the RTGs or RTAs or WSCC,
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whil e the cornerstone of creating those things
since | had a hand in writing up sone of the
charters for that group, was basically efficient
transm ssion planni ng expansi on. That was the
articul ati on of FERC.

In other words, before you proceed with
pl anni ng design and transm ssion why not
articul ate and advertise your need, i.e., the need
is you need to expand a system by several ways.

You can fix it by building transm ssion,
increasing the infrastructure, bringing the
generation close to | oad, or have sone |oad
curtail nent demand side nanagenent. Before you
get into long-terminvestnment in a costly
transm ssi on you broadcast that.

Western and mysel f have taken that close
heartedly. What we did basically for the problem
in our area in Sacramento, | created a group
basi cally under the banner of the RTGs, Sacranento
Transm ssion Planning Goup. And | normally
basically encourage all of the utilities or the
generators to basically it's an open forum it's
public, all the work is publicized on internet.
You know, kind of throwing ny friend David's

suggestion in here, usually you get a |lot nore
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bang for your buck when everybody's at the sane
tabl e at the beginning.

And nost generators, |'ve been able to
convince themit is to their best interest to go
public right at the time of systeminpact studies.
Because as a public body I don't think you can
i ncrenmentalize transm ssion investnent froma
public good point of view, if nothing else. And
nost generators are smart enough, they're picking
up on that.

We have, to date, | take a |lot of pride
being involved in one of the first merchant plant
that was installed in the state. W had a great
deal of discussion about the RAS phil osophy versus
expansi on downst ream

| suggest to you if you'll still be
tal king about the nerit of those, obviously then
you' re tal king and argui ng about that project.
I"mkind of glad that we did agree with the RAS
system and that project is coming on line this
year.

Because every one of these projects is
just like raising a kid, have their own character
because of the public input, site specificity,

project specificity, to surrounding. It is not a
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whol esal e approach for any of these things. You
have to | ook at a project in that project setting.

Therefore the public policy has to be
flexible enough to allow the best results for the
public investnent in the dollar, because all of
these dollars we're spending out front, going down
to that |ast neter.

In terns of systeminpact study, we have
basically three generators right now that we have
passed through the test, using the forumthat |
just suggested to you, open forum They have cone
in and we have done the studies for them And
they're on their way.

And beyond themthere is at |east five
others that they're talking to us. And they're
| ocated around or near the |oad center. So the
generators are smart enough, they know where to
go. What we have to do, nake sure the water and
sewer system structures is big enough so they can
afford to cone in.

| personally think the congestion
management so far has been dysfunctional and
failed mserably. That's ny hunbl e opi nion.

And in terms of the workload, nobody's

worse off than a public entity such as a state, or
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federal, in terms of arguing about getting people
that they're confident that can do the work.

We have, today we have managed, because
the work, itself, is interesting, |'ve been able
to basically nmanage to attract the people that we
need to do with some support from consulting
firms.

This is a highly sinplified picture of a
transm ssion systemin northern California. W
have |i ke about around 3000, 4000 negawatts of
hydro systemto the north. Those are basically
Feather River, the Pitt River and the Centra
Val l ey Project, which is the federal government's
CVP system Most of our generation is
concentrated to the north, about 1000 negawatts.
And the remaining part is basically Fol som and New
Mel ones and San Luis.

And as you see, those red dots are the
proposed generation, one of which is SMJD s Rancho
Seco proposal .

Can you dimthe light a bit? Because if

you | ook at the -- the picture on the tv is a
little better -- | think the picture on tv does a
better justice, but -- you guys can see it.

VWhat | thought woul d be good because the
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group that | chair, we started back in 1996,
actually prior to that. And we been informally
meeting with the area utilities since the days of
Ranch Seco.

So, the whole concept in here, we have a
problem a |ong-term probl em such as your hi ghway
anal ogy, that needs to be dealt with. The area
transm ssion is not sufficient to bring in the
power that is needed to the area in the |ong haul

And we have basically taken all the
short-termmtigations, i.e., voltage support,
i.e., remedial action to do that.

And Sutter Power Plant, in all honestly,
the reason we allowed that to be interconnected,
we were better off with it than without it, even
if ranped down. That was the |logic that Western
used to allow that interconnection.

But if you | ook around the blue circle,
if you can see it, that is the greater Sacranento
area. This is highly exaggerated and highly
simplified, but you can sinplify it.

We have | ooked at basically building
transm ssion to the south, to the north, and to
the west. We know what is needed to be done in

terms of increasing the inport to the area. But
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institutionally we are handcuffed because Western
is a federal agency, we do not have the obligation
to build for load growth. That's our problem

O hers, everyone has a good reason for
not doing anything. But | submit to you today,

doing nothing is not a good thing. W' ve already

seen the price of it. | heard the |last estimte
was $30 billion for this nonster, and it's going
up.

So | appeal to you that we ought to
really |l ook at the public good aspect of what we
do, and give the transm ssion owners, whether it's
federal, state, |ocal, investor-owned, otherw se,
give themthe ability to do the things that we
know that's going to do good.

Look at Path 15, for instance. W have
studi ed that project for 20 years, for god' s sake.
Now we are finding that we should have done it.
There are projects like that.

Sacramento, it is like an island just
exactly like San Francisco. You are linmted by
different factors. W don't have the body of
wat er around us, but the population is a limting
factor. There are very few ways that you can get

into the area
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Havi ng been before the public, built a
transm ssion line, | understand that very well
So | know if you go to the people that are running
an operator system they have a fairly good idea
what is needed to be done.

So | appeal to you in this process if
you can do anything, streamine this process. It
will do everybody a | ot of good.

And 1'd be glad to basically -- whenever
the issues come up.

PRESI DI NG MEMBER LAURI E: Thank you,
Morteza.

COWM SSI ONER PERNELL:  Your suggestion
is to streamine the permtting of transm ssion
upgrades, or the transm ssion grid?

MR. SABET: |'m suggesting, you know,
aski ng the generator-devel oper to pay for the
downstreaminfrastructure | don't think is going
to work, because the generator-devel opers, they do
not have, you know, |'m not pronoting any
generator, we are an independent body. W have no
interest in the |l oad or the source.

Havi ng them to basically bankroll the
downstream i nfrastructure upgrade and still be

conpetitive is going to only discourage them W
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have to build a water/sewer system big enough to
our basic imagination for what we think the state
systemis going to | ook |ike, which we already
know.

Look at San Francisco, you either have
to build Iines into the City or generation in the
City. That's no different than Sacramento or San
Di ego or any other constrained area.

So, since we know from the public point
of view you cannot site a generation in downtown
San Franci sco or Sacranmento, the answer should be
fairly obvious. W got to build your inport, your
bri dges to the outside.

COW SSI ONER PERNELL: Al'l right, and
actually | agree with that philosophy. MW
question is who pays for that. You' re saying that
if we tag the generator that's going to slow down
the project, perhaps they will go sonmewhere el se,
and then we | ose the generation. But who pays for
t he upgrades of the systenf

And | guess the second question to that
is the people that own the system as |
understand, gets the revenue fromit through
charging or wheeling, and so if the state stepped

in and said we want to upgrade the system and
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we're willing to pay for it through the 1SO or
what ever nmechani sm do the ratepayers get part of
t hat revenue from wheel i ng?

MR. SABET: The ratepayers basically to
have to subsidize the current cost of the
infrastructure as well as the supply side. The
guestion is what is the best conbination of the
two that brings the ratepayers the | owest cost.
That's the issue at hand.

In terns of a transm ssion owner, as of
today, the transm ssion should be cost based, and
will continue to be cost based, at |east from what
I know, because of the public, you know, good, and
the feature of the transm ssion that transm ssion
bri ngs about.

In terns of the ratepayer getting any
benefit, the benefit would be the sustained, the
econonm ¢ health, that basically the reliability of
the systeminstead of the chaotic situation that
we are experiencing this past few years.

Not to the SO s fault, you know, they
i nherited the system

But the issue is do we have a health
infrastructure that it is econom c enough to

attract both the generator and the load to the
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state. The answer to date is that is not the
case. But | hope that we are going to get there.

We have bad enough to just basically
deal with transm ssion-generator. Bringing the
load into the discussion in terns of benefit, |
don't think is going to help. That's ny hunble
opi ni on.

COWM SSI ONER PERNELL: | appreciate
that, thank you.

PRESI DI NG MEMBER LAURI E: Let ne address
the issue of conpetitiveness. Your statenent was
that generators don't want to pay for downstream
because it affects their conpetitiveness.

MR. SABET: That was one of the factors.
And the other one was the tinme. Because when we
di scussed the Sutter Power Plant to the extent,
when | testified before this Conm ssion, the issue
was the need for having the generation on |ine as
soon as we can, whereas the transm ssion |ine, by
its very linear characteristics, it brings out a
| ot nore public invol venent.

And the generators had basically two
argunments. One was if | added another, like in
the Sutter case, another $30 million to ny

i ncreased costs, | already have other nitigation
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that they have to nake, plus two years of tinme. |
may not be able to build this plant and still be
finance it.

And the other factor --

PRESI DI NG MEMBER LAURI E: Let ne begin,
go back to our highway 50 anal ogy. Both the City
of Folsom now, and the County of El Dorado, and
beli eve the County of Placer, on 80, require
devel opers to pay into a state highway fee that
pays not only for onranps and of framps, but
actual ly inprovenent to the highway system because
the state says we're not going to pay 100 percent
anynor e.

So, a devel oper goes to build a
devel opnent in El Dorado Hills and says, you know,
you're going to add $1000 onto every hone, you're
goi ng to make me nonconpetitive. And they will
all say that. Well, they are correct, unless
$1000 i s added onto everybody's project.

So | think what the devel opment industry
knows, they may not be saying it, but what | think
t hey know i s what they mean by nonconpetitive is
not the fact that they' re going to be charged, but
the fact that they may be charged when not

everybody else will be charged. That woul d nmeke
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t hem nonconpetitive.

MR. SABET: You're absolutely right.

|'ve heard discussion with several generators.

Ri ght now our transmission is nore or |ess

over booked, it's not up there -- overbooked
because, you know, we agreed to have these
generators come in because they are close to the
| oad, they unload the transmission in a sense.

And even with remedi al action, when they
are close to |l oad they do good for the area. 1In
terms of the generators financing the downstream
project, | think all of those that |'ve dealt
wi th, which there are many, they are not adverse
to the fact that contributed fund for the good of
all system But they do not want to be stuck with
the capitalized i nvestnent and be responsible as
the onranp part of the deal

PRESI DI NG MEMBER LAURI E: Right, and --

MR. SABET: And | don't know if I can
bl ame them

PRESI DI NG MEMBER LAURIE: -- so the,
agai n, roadway solution to that is all they do is
throw a bunch of noney in the pot and sonebody
el se, 1SO some other entity, takes responsibility

for actually get it done.
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And so if we're just tal king about
dollars, the financing end of the generator schene
can figure out whether or not those dollars wll
work, and it's easy for them

MR. SABET: Absolutely.

PRESI DI NG MEMBER LAURI E: G eat.

MR. SABET: The other issue | was going
to do, like Western, again being a public body, we
insist that if the generators are co-located in
the sane general area, we do not increnmentize the
transm ssi on investnent.

We will insist that they sit with us, if
they don't want to go public, all together, that
we solve the problemas a whole, rather than
increnental ly.

And so far |1've had a |lot of positive
response fromthe generators. Because it is to
t heir best business interests, as well. Because
if you have to build a 500 kV or 230 kV |ine,
accomodat e everybody, rather than several of
t hose, and have it increnmentally financed. That's
no way to run the railroad.

PRESI DI NG MEMBER LAURI E: Thank you.

MR. SABET: You bet.

DR. TOOKER: Thank you. Just a rem nder
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for those panel nenbers in the afternoon, if you
do have any overheads or if you do have any power
poi nt presentations, Sandra would like to receive
t hem when we break for |unch

Yes, if you have themtoday, and if you
have el ectronic copies of what you' ve presented,
we would like to receive those for the record, as
well. And you can coordinate with Sandra on that.

Qur next speaker from Pacific Gas and
El ectric is Manho Yeung.

MR. YEUNG  Good nor ni ng.

PRESI DI NG MEMBER LAURI E: Good nor ni ng.

MR. YEUNG M nane is Manho Yeung from
Paci fic Gas and El ectric Company. |'mthe Manager
of Transmi ssion Pl anning at PG&E

Two of the main responsibilities that |
have, one is on generation interconnection
studies. The second responsibility is on grid
expansi on planning. So the two are very tied
together. One is focusing on connecting
generation facility; the second portion is
focusi ng on planning the systemto be able to
support the demand increase in the systemto
provide reliability and service to custoners.

And it is with that in m nd when we put
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together this material hoping that nost of the
i nformati on on interconnection facilities will be
covered by the 1SO. And thank you, Jeff, for
taki ng care of that.

The material is focusing on two mgj or
items here to supplenent the information that has
been tal ked about already this norning.

The first itemis on how PG&E have been
doi ng in doing these generation interconnection
studies. The second itemis on what additiona
things that ny conpany is doing to try to
accommodat e the generation projects, and
especially with the short tineline that people are
expected to have the anal ysis conpl et ed.

Thi s overhead basically tabul ated the
anount of work that had been done year 2000, and
also up to date, 2001. So basically it's covering
t he past 14 nonths of work at PG&E that we have
conpl eted about 35 generation interconnection
studies in this tinmefrane.

And | would say that we're actually
seei ng much nuch nore activities in the past few
nmont hs as conpared to early year 2000

The average tine that we have taken for

conpl eting these anal yses, | think one of the
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maj or factor is depending on the size of the
proposed project.

For projects that are having a tota
conbi ned out put of nore than 100 negawatts, and
basically ranging from 100 to 500, up to 1000
megawatt, the average tinme that it actually took
us to do these anal yses has been average around
145 days.

On the other hand, for the second
category of projects that are | ess than 100
megawatt, and these are typically smaller sized
units, and because of the inpact typically is |ess
to the system and we were able to conplete that
basically within 50 days.

The next one is a graphica
representation to provide a little bit nore
details on the studies that have been done in the
past. And it's into the bigger size projects to
the left of the chart, and the snaller size
projects to the right of the chart.

One is showing is for providing
i nformati on on the size of the particular project,
which is on the bottomof the x axis. And with
the corresponding actual tinme that it took PGE to

conpl ete the anal ysis.
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And you can see that for the 12 projects
that are shown on the left of the chart, their
average is about 150 days or so, with sonme
variations to it. | think the one that took the
| ongest was about 200 days. And | think part of
the reasons was there was a lot of iterations
goi ng through on the study plan, itself, as wel
as the devel oper having a need to do suppl enentary
studies, to provide additional information on the
i nterconnection.

And obviously for projects that have
smal l er size, which is to the right of the chart,
that we have taken between 20 days to 80, 100 days
to finish those anal ysis.

Moving on to the type of studies that we
have been doi ng, Jeff tal ked about the so-called
traditional studies that PG&E have been doing for
generators. The systeminpact studies that
typically takes about 60 days. The facility
studi es takes another 90 days or so. So, if the
devel oper is asking PG&E to conplete both
anal yses, the total tinme would be in the range of
150 days for both studies, being done on a
sequence.

We al so provide an expedited study that
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basi cal | y conbi nes both anal ysis together. And
t hat taking roughly 90 to 120 days.

And there are two additional studies
that we do on a case-by-case basis to try to
expedite further on the time schedule to getting
these anal ysis conpl et ed.

The first type is analysis that we have
been doing to support the I SO sumrer 2001 RB
effort, that is a request for proposal, request
for bid for signing up peaking generation to be
avai |l abl e for summer of 2001. And we have been
which I'"mgoing to go into a little bit nore
detail in the next couple of pages on what they
are, and the tinefrane for that.

The second special studies that we are
in the process of developing is a framework
analysis to inmplement the Governor's executive
order that requires interconnection studies to be
conpl eted in seven days.

For the sunmmer 2001 work that we are
supporting the 1SO, the study, in general, takes
three to four weeks to be completed. And the rest
of the slide here is to provide sonme of the
specifics on what are the analysis will be

included in that type analysis, as well as things
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that are not included.

Basically this is focusing on, in a
technical term on how the inmpact of this proposed
power plant woul d have on the overall system And
this is being done on a focus basis, neaning that
instead of | ooking at the entire western state,
this will be |ooking at using engineering judgnment
to focus on a nore |ocalized area, because the
generation proposals for this project typically
are of a smaller size. Typically they are 50
megawatt or less. So there's no need to do a very
extensi ve study, which is tine consumng, to | ook
at the entire state or all the western state in
this -- states that are either WSCC system for
exanpl e.

And al so we are not doing sonme of the
nore extensive analysis that the dynam c studies
and post -- studies that are nore detailed in
nature, that typically is not a concern for
generation that are 50 megawatt or |ess.

And PG&E has done about ten of these
projects so far. And on average they took 21
days, as an overall average for these ten
projects. And we have provi ded sone additiona

i nformati on here that for four of those projects
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have actually signed agreenents with PGE so that
t he construction of the actual connection can take
pl ace.

There are six other projects that the
anal ysis have been conpleted, and that we are
wor ki ng on the agreenent with the devel oper. So
that the actual facility can be constructed for
i nt erconnecti on.

In order to neet the requirenment of
finishing an interconnection study within seven
days, PG&E have provi ded anot her study to
acconplish that. And this is very simlar to the
work that we're doing to support the 1SO on the
sumrer 2001 projects. The only difference here is
that this study, because we only have seven days
to finish it, will be focusing on the technica
portion of the analysis, and | ess on the cost
estimte to nake the connection

That's the |last slide on ny prepared
material. Thank you.

PRESI DI NG MEMBER LAURI E: Can you
descri be the process that you use internally for
devel opi ng your studies when |SO calls you up and
says we're sendi ng over another application for

you to help us study?
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How do you fit that into your own
i nternal process, and do you prioritize based upon
some criteria? |If time is of the essence, do you
just take themone at a tine, or is there sone
priority criteria that's given?

Such as when National Energy Group has
an application pending, not that you would do
that, but as an exanple?

MR. YEUNG Right. The process actually
starts with the devel oper approachi ng PGE. And
submtting the application to PGRE instead of to
the 1SO. | think that's the normal process.

And with that, we would | ook at the
application to make sure that the information that
PGS&E wi || be needing to start the analysis and
conplete the analysis are all in place. And
basically working with the devel oper in close
coordi nati on and cooperation with themto make
sure that the adequate information is available
for PG&E to start the analysis.

And at the sanme time we will approach
and contact the 1SOto let them know that we have
this application and request for study.

And the next step after that is to work

with the devel oper and the 1SOto come up with a

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

84
study plan that can be nutually agreed by al
three parties. Because it is very critical to
have the study plan agreed, or in place and agreed
upon, so that there's no confusions about on what
type of analysis will be done, or what area the
study will be focusing on. As well as the tinme
schedul e for doing the study.

And in terms of priority, the way that
the -- we don't really have a -- the main thing
that we're focusing on is when the request is
being made. It basically is based on a first-
conme/first-served basis. W are in a way blind to
whoever is, who the person is asking for the
study. It mainly based on a first-cone/first
served basis, and we actually have a nmandate to
conpl ete these analysis within a certain date, the
60 days and the 90 days that we have to do it.

Simlar to the speaker from San Di ego
earlier that getting, trying to have enough
resource or the right people to do the analysis
has been a constant challenge to us.

But on the other hand we don't really
have a choice to not do a particular analysis.

But focusing on what process inprovenent we can do

so that we can reduce the cycle of tinme. What
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coordi nati on and cooperation that we can get, or
we can achieve with the devel oper to a better
under st andi ng on what work woul d be needed, what
will be done, as well as working with the SO on
the study plan, as well as on doing the process
that the study's being conducted. So that the |SO
will take less time in approving the end result,
which is the interconnection study and its
findi ngs.

To have close coordination with that so
that they can get that done quicker. O basically
using a nulti-tasking approach to that.

PRESI DI NG MEMBER LAURI E: Ckay,
excel | ent.

MS. SHAPIRO | have one question. Have
you done any of these seven-day studi es under the
executive order?

MR. YEUNG No, not yet. We're still in
the process of fine tuning what the study may | ook
like, as well as the study plan and the agreenent.
| believe that we have received about five or six
requests the past few days. So we're working on
working with the devel oper to make sure that we
have the right information to study the anal ysis.

COWM SSI ONER PERNELL: As you're doing
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these studies, at the end of those do you | ook at
then the entire PGRE system and see what effect
all of these individual projects or studies have
on your entire systenf

MR. YEUNG | would say yes and no.
These studies are done one at a tinme |ooking at,
basically | ooking at how the systemw |l perform
with and without this particular generation
pr oposal

So it's very pieceneal in that sense
But on the other hand, renmenber we tal k about the
gueui ng process and the need to nmake sure that the
queue is being clear on who are in place before
this particular generator.

The study net hodol ogy that we have been
using with the close coordination with the SO is
to include all the devel opers, all the plans that
have been proposed before this particul ar
generation project.

So, in a way, even though we're | ooking
at it one at a time, but the study woul d have
i ncluded the inmpact of all the proposals that are
before this particular request, queuing position

It may not be the perfect way to | ook at

the overall inpact of these generators, but it is
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a good proxy way to |l ook at what the inpact is to
the system

You al so asked about the state of the
transm ssion systema little bit earlier on PGE
was San Di ego and was Southern California Edison
And | may add that -- and | want to say thanks to
Jeff for giving us a three, which is kind of Iike
a passing grade --

(Laughter.)

COW SSI ONER PERNELL: [t was an
estimate.

MR. YEUNG Estimate, right. And I
woul d say that there is a reason for that. And
woul d attribute it to two main reasons.

One is looking at the demand increases
in the past ten years, and especially in the PGE
area. In the early 1990s demand has been
increasing at 1 or 2 percent, in that range. But
for the later part of 1990s, between 1995 and year
2000, 2001, we have been seeing a trenendous
increase in growth.

For exanple, the Bay Area, the peak
demand for the Bay Area in year 2000 was around
8400 negawatts -- I'msorry, for 1999 was about

8400 megawatts. For year 2000 it junp up to 9100.
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So in one year we saw a 7, 8, 9 percent increase
which is two or three tines than what we had been
seeing in the early 1990s.

And if one is |ooking at the investnent
that PGE had been making to its transm ssion
system | think one can see a simlar trend. That
in the early 1990s, on average, we were spendi ng
about $50-, $60-, $70-million per year

And for the year 2000 we have spent nore
than $200 mllion. And for year 2001, we
expecting, and we are proceeding with projects
that would have a total investnent of about $150
mllion for this year. And for the year 2002,
simlar to the chart that Jeff showed to you
earlier today, we're |ooking roughly at about $200
mllion again.

So the nunbers that you see on the
overall for the state, | would say a large portion
is PG&E investnents.

COWM SSI ONER PERNELL: All right, thank

you.
MR. YEUNG So we trying to catch up.
COW SSI ONER PERNELL:  Yeah.
PRESI DI NG MEMBER LAURI E: Thank you,
Manho.
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COW SSI ONER PERNELL: | woul d just say
that | think the growth in the energy use caught
everybody by surprise, so not just PG&E

PRESI DI NG MEMBER LAURIE: Did we |ose
M. Tooker, again?

M5. SHAPIRO. Well, we're going to Al

anyway, and Al's here, so let's just get himup

MR, BUELL: M. Tooker has left, but |'m

back, so | think the next person on the agenda was
Al McCuen, and | understand Al didn't have
anyt hing he wanted to add to the discussion? |If
I'"'m m staken, Al, take the stage. O herw se, we
can nove on to public comments.

PRESI DI NG MEMBER LAURI E: Thank you.
We'll take some mnutes for questions or coments
fromthe nenbers of the audience at this tine, if
any you have?

Pl ease

MR. PIGOTT: Good norning, |'m Jack
Pigott fromCalpine. | like the way that the
di scussion has gone this norning, but | just
wanted to point out a couple of the different
aspects about who pays for the transm ssion

upgrades, and the queui ng process.
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We' ve been involved with interconnecting
some of our new plants, both with Western and with
PGS&E. And one aspect that you need to consider is
t hat doing an interconnection agreenent is not
just an engineering study. |It's a business
negoti ati on.

And while we can | ook at tinmelines and
say, well, yes, you have so many days to conplete
this, and so on, it's difficult to put a tineline
on busi ness negoti ati on

And to the extent that the cost
allocation is determ ned ahead of tine, that nost
of these costs are going to either be rate-based,
or be wapped up in grid charges or something like
that, you renove a | ot of the issues fromthe
busi ness negotiation and it becones a nuch faster
process.

The other aspect with regard to queuing,
that is a major issue, also, that when cost
responsibility is renoved, it becones a |lot |ess
contentious. And to the extent that your position
in the queue has a large financial inpact, there
are a nunber of generators, it creates the
potential for litigation that can greatly slow the

process down, as well
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So, we're all in favor of not having the
i ndi vi dual generators be responsible for the bulk
of that. And | realize that has to be within
reason. There are sites that just don't nake
sense fromthe transm ssion standpoint, but I
think nost generators try to pick sites that are
close to | oad and where it makes the nost sense.

PRESI DI NG MEMBER LAURI E: Are you going
to be here, are you going to stick around for the
aft ernoon session?

MR PI GOTT: Yes.

PRESI DI NG MEMBER LAURIE: We'll be very
interested in hearing your comments about, as
active as Calpine is, your interests are not only
site specific, it's systemnide. 1'I|l be
interested in your conments about the role of the
generators in transm ssion planning. And how al
that fits in. So I'd ook forward to additiona
comments this afternoon.

MR, PIGOTT: Ckay, great. Thank you.

PRESI DI NG MEMBER LAURI E: Ckay, thank
you, Jack. Anybody el se --

COW SSI ONER PERNELL: One ot her
question for --

PRESI DI NG MEMBER LAURIE: Sir. Jack
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COW SSI ONER PERNELL: Excuse ne, --

MS. SHAPI RO Jack.

COW SSI ONER PERNELL: -- Jack. I'm
sorry, you mentioned about queuing. |Is there --
and it seens to me fromthe conversation |I've
heard this norning, that that is the preferred way
i n which, maybe not preferred, but the way in
whi ch the generators have kind of positioned in
t he queue.

Do you have any recomendati ons of an
alternative scenario?

MR. PIGOTT: Well, you nean with the way
to completely do away with the queue, if everyone
were treated equally, there wouldn't be as much
need for a queue. But | guess you still have the
i ssue of who gets treated first, when you have
your application in and so on

We certainly like the idea of being able
to do our own facility study using our own, you
know, approved contractor, so that maybe the
position in the queue isn't quite as crucial

I don't know if you can totally do away
with it, though. But | think you could make it a
ot | ess controversial than it's been.

COWM SSI ONER PERNELL:  Okay.
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Addi ti onal comments?

If not, et me extend our appreciation
for --

COW SSI ONER PERNELL: | think we had
one other, one fromthe panel

MR. McCLUSKEY: | had one question

PRESI DI NG MEMBER LAURI E: Oh, yes, sir.

MR. McCLUSKEY: It's ny understanding
that an applicant maintains its position in the
gueue once it gets into it by nmeeting certain
m | estones in the siting process, or in the
i nt erconnecti on process.

I"mcurious to know what woul d be the
nost common mil estone nissed as a reason for
nmovi ng soneone back in the queue or out of the
gueue. That's for anyone out there that has
experience in these areas.

MR. SABET: | had a question. | think

93

it would be serving us well if we actually defined

t he queui ng, because there's a lot of nyth and
fol kl ore around what queuing is, before we get
into a discussion of it.

| personally interpret, you know,

Western has an open access tariff voluntarily
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because we are not FERC jurisdiction, but we did
mmc the order 888 and 889.

The way we interpret it, if you |ook at
it froman investnent of a public grid point of
vi ew, queuing could be only the increnenta
analysis in terns of investnent. | think you
could look at it a little nore broadly in terns of
i nfrastructure.

In other words, you do not require every
i ncrement of transm ssion, especially if they're
in a general |ocation.

Li ke using Comm ssioner Laurie's
exanpl e, like for distribution for instance, we
have had this division tariff, somebody built a
cabin in the woods. Basically get stuck with the
first line extension costs, period.

And it doesn't make any busi ness sense
to build that |ine extension as small as possible.
You build it for the size of the voltage, for the
long termuse. The other cabins, when they build
it, they share the cost fromthat tine on.

I think there are creative ways to dea
wi th the queuing position, and nost of the
generators, being in the business, would have no

rat epayers behind them they're very receptive to
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t hose di scussions.

But | would appreciate it if there is a
di scussion of it in front before we get into
analyzing it.

MR. McCLUSKEY: | wasn't so nuch
interested in analyzing, but sinmply taking, | nean
given the fact that it is a contentious issue in
process --

MR. SABET: Yeah, Jim | didn't nean any
di srespect --

MR. McCLUSKEY: No, no, that's fine,
that's fine. And given ny understanding, at
| east, that there are certain mlestones that an
applicant has to meet during the queuing, during
the interconnection study process, and also -- and
some of those relate to the CEC siting process,
right.

MR. SABET: Yeah, we are nmintaining the
gueue, we can tal k about it.

MR. McCLUSKEY: Yeah, and given that,
are there certain nmlestones that are m ssed
conmmonly that would initiate an applicant's
movement in the queue, or renoval fromthe queue.

MR. SABET: Just to answer for you. W

have |i ke an interconnection study that has a one-

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

96
year term For instance, we do the study, do the
systeminpact, as well as do the facility studies.
If the applicant is not basically stepping up for
i nt erconnecti on agreenent, they're out of the
queue, out of that year

Some applicant have chosen to do so.
Some not. Some actually have come for a
transm ssi on service request, because, you know,
parall el .

So it is not, you know, if | have any
point, it's not one size fit all. Let's be
careful in defining queuing, and then discuss the
problems with it.

PRESI DI NG MEMBER LAURI E: Thank you.
Those that are going to be appearing this
afternoon, we're |looking forward to it. And those
that can stick around, we're | ooking forward to
seeing you. See you at 1:00. Thank you.

(Wher eupon, at 12:05 p.m, the workshop

was adj ourned, to reconvene at 1:00

p.m, this sane day.)

--000- -
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AFTERNOON SESSI ON
1:08 p. m

PRESI DI NG MEMBER LAURI E: We are going
to get started -- may or may not show up, but
there's no point in keeping you all waiting.

VWhat we're going to concentrate on this
afternoon, | think the topic is congestion. And
I"malso interested in, and this has to involve
t he planning and renedies, as we've tal ked about
t oday.

I"malso interested in the ultimte
guestion of whether congestion or constraints that
will be a barrier to the licensing, to the siting
of plants in the near or nore distant future, if
you have any thoughts about that.

So, without further ado, let's go ahead
and start with M. MIler from Cal -1SO again.

Af ternoon, Jeff.

MR. MLLER. W just have a very brief
presentation for you on congestion. W talked
about it an awful lot this norning in the other
session, and | --

PRESI DI NG MEMBER LAURI E: Yeah, that was
fine.

MR. MLLER Yeah, it's the interesting
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policy issues surroundi ng generator connections,
for sure.

One thing 1'd like to point out is
congestion isn't necessarily bad. Congestion is
i ntended to provide sone signal to the generators
about where they should | ocate.

We set up the congestion managenent
schenme so that specific areas of the grid would be
| ess appealing to the generators than other areas
of the grid. So I think, while we have to
recogni ze --

PRESI DI NG MEMBER LAURI E: Let's stop
t here, because that inposes sone interesting
policy questions. Let's say you were head of the
Governor's office of planning and research. And
charged with overall guidance for state |and use
policy. And you have to think about where growth
shoul d go, the nunber of factors that wll
det erm ne where growth should go.

One factor is what are your
transportation systens. And an issue in
residential growth is if you build highways they
will conme, and is that really what you want. O
do you want to devel op your residentia

devel opnent along different criteria, and then
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provide sufficient transportation to serve that.

And so that's the question. Do you
consi der where the generation should be created in
your planning practices?

MR. MLLER W do what we can to
encour age generators to locate in areas that make
sense, at |east from our perspective of |ooking at
the electrical performance and expansi on costs of
the transm ssion system

We send thema few signals to try and
get themto |ocate in good areas. W have
congestion which generally only inplies when
you're trying to transfer the power over a fairly
| arge di stance, they located the plant fairly
remote froma |load area, and you end up with these
transm ssi on congesti on charges they have to pay,
in addition. That hopefully encourages a
generator to get closer to the major |oad areas.

We also --

PRESI DI NG MEMBER LAURI E: Well, of
course, the challenge there is that it's nore
difficult to Iicense a power plant in an urban
area than in a rural area

MR. M LLER  Exactly.

PRESI DI NG MEMBER LAURI E: All right.
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MR. MLLER: And if you were at the
Metcal f the |ast few days, the Metcal f hearings,
I"m sure you had an earful of that.

It's a policy issue that people that
site power plants have to weigh. Is it better to
put the costs of additional transm ssion
facilities and the environnmental imnpact of those
facilities on the, you know, one the people, or is
it better to put a plant closer to | oad and dea
with the environnental inpacts of that plant.

It's a difficult policy issue but you have to
wei gh those different set of environnmenta
i mpacts.

We also try to send a signal with our
| oss factors to the generators to |locate closer to
| oad. You can actually get a credit for your
generation if you're in a particularly good | oad
ar ea.

By that | mean we apply a factor to
their neters and we meter themto account for
| osses. Typically it mght be .98, so 2 percent
of their power is eaten up in |osses.

But we al so have the ability to greater
than 1, we can give thema 1.01

PRESI DI NG MEMBER LAURI E: Can you
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summari ze for us what | osses are per nile, per ten
mles, per 100 niles? Are you able to do that?

MR. M LLER | can give you a rough
idea. It varies a lot with the size of conductor
and all that, but just to get a rough idea of what
transm ssion | osses are, we can bring power down
fromthe Northwest at |ess than 4 percent | osses.
And that's to the distribution system There
m ght be nore | osses on the -- there would be nore
| osses on the distribution system

But average transmi ssion | osses woul d be
I ess than the 4 percent, so we're only talking
about a few percent overall transm ssion | osses.

The way we, just kind of an aside, but
we actually have a nodel that |ooks at all the
di fferent points of injection for generation,
figures out what the average, it's called scal ed
mar gi nal | osses woul d be for that generating unit.
And that's how we base our factors for what to
either ding or add to their generation output to
account for |osses.

And the generators pay for all the
| osses on the grid. The ratepayers don't.

PRESI DI NG MEMBER LAURI E: So, aside from

the 2 to 4 percent |oss, everything el se being
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equal, froma pure transm ssion perspective what's
the advantage to the generator of |ocating at the
| oad?

MR. M LLER: There is not nuch advant age
to them They can avoid congestion charges,
potentially. And we're trying to find a way to
incent themto |ocate closer to major |oad areas.

There is the ability for sonme of themto
obtain sonme contracts to |ocate in these
advant ageous areas, for instance the Los Medanos
Energy Center has a contract with us. Because we
wanted them and that was a good | ocation, we
wanted themto conme on line within a certain
period of time.

So, there are some incentives that we
can apply, but there isn't any -- but those are
things that are normally initiated by the
generation devel oper. There is no normal process
that they go through and automatically get certain
incentives for |locating next to a major |oad area.

We are intending on submitting to the
FERC a new |l ong-termgrid planning policy and new
generator connection policy. And in that there
may be sone aspects that provide some incentives

to generators to |ocate --
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PRESI DI NG MEMBER LAURIE: Are you able
to summari ze that for us today?

MR. MLLER | could. It's in flux
quite a bit. The new generator connection policy
is along the sane |ines of what we tal ked about
today. What we're going to do is specify in there
a specific queuing procedure. W're going to
specify a process for running studies, for
timelines of studies. W're going to have a
procedure for essentially what those studies
shoul d cover. W' re going to have the policy
i ssues of whether or not they have to fix
downstream i npacts on the transnm ssion system

And as | discussed earlier, we're going
with the FERC direction, FERC told us this, that
the generators will not be responsible for
mtigating those downstream i npacts.

And then as far as long-termgrid
pl anning, we're trying to put in place a planning
process where you could potentially weigh proposed
transm ssi on additions on the system agai nst ot her
things that you could do to neet that sane
reliability need, such as reducing demand or
addi ng generati on.

We're trying to find a way to give them
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an incentive through that process to locate in
optimal areas. There's a big question mark over
both of those policies right now because we have a
brand new board, and we don't know what that brand
new board is going to say when they see those
policies. They may feel very differently than the
st akehol der groups that --

PRESI DI NG MEMBER LAURIE: And this is
your Gover nor - appoi nted board?

MR. MLLER Yes. |It's neeting today.
But anyway, in a nutshell that's what those two,
the long-termgrid planning and new facility
connection policies are.

PRESI DI NG MEMBER LAURI E: VWho do you
think it is that is responsible for grid planning?

MR. M LLER: For the 1SO grid, the I1SO
considers itself to have the overal
responsibility but we rely very heavily on all the
work that's done by the participating transmn ssion
owners.

PRESI DI NG MEMBER LAURIE: And if we were
to ask the participating transm ssion owners,
woul d they concur with your view?

MR. M LLER:. They m ght not. They m ght

feel that it was their primary responsibility,
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which is fine --

PRESI DI NG MEMBER LAURIE: | only know
it's been a debate since day one, and | didn't
know i f there's progress on that issue of, you
know, a division of responsibilities.

MR. MLLER. W don't have witten
anywhere who i s nunber one as far as
responsibility for the grid, but one thing that
has happened as we' ve gone through this process is
we' ve been able to work cooperatively with the
transm ssion owners. And | think we've really had
essentially no major disputes that had to be
resol ved through ADR.

So we've been able to jointly develop a
transm ssion systemthat we're both confortable
with. So, while it's an interesting policy issue,
it hasn't presented a problemto us.

PRESI DI NG MEMBER LAURI E: Just for
general discussion it should be noted that as I'm
sure you're all aware, over the last few years the
Ener gy Conmi ssi on had been out of the business of
energy planning froma siting perspective.

I don't have a good sense of what we did
before '96, and | don't know how specific we got.

| do know that in our energy Electricity Reports,
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| guess, we used to have overall policies.

But | certainly hear in the Legislature
t oday, especially fromfol ks who, big turnover,
and a lot of folks sinply don't know the history
of energy planning. A lot of comments, lots of
i nquiri es about where's our plan. Who's thinking
about where the needs are. Who's thinking about
where the growth is going to be. And who's going
to plan for how we acconplish all that.

I woul d expect the Energy Commission to
be giving nore thought to the general planning
busi ness than they had been in over the |ast few
years.

And that goes hand-in-hand w th planning
for how we're going to transmt our electrons. So
| look forward to that. | anticipate there's
going to be lots of cooperative effort between our
fol ks and your folks for the next few years.

MR. MLLER: Good, | hope we get it
resol ved soon. It would, with all the uncertainty
that's out there now, it would be -- this would be
a good issue to tie down.

I can tell you that at |east fromny
perspective, although the planning is generally

done -- it's done in open stakehol der groups. It
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just doesn't receive a great deal of attention
because it's not the burning issue of the day,
which is the shortage of generation.

But there is quite a bit of planning
that goes on in California. The plans that are
devel oped for the state, | think, they've inproved
each year. And then this last year in particular
I think they're very good. | think we're
addressing nearly all of the criteria violations.

There are sone big projects that are
needed to be able to nove power around nore
efficiently, like on Path 15 and the southern part
of the state.

But planning is going on. | personally
think that the transm ssion owners are doing a
good job of it. And | don't think that there's a
maj or problem at least with those reliability
projects that are necessary to get service to end-
use custoners.

PRESI DI NG MEMBER LAURI E: \What happens
if in the future there are disincentives to nake
application for power plants in urban areas? And
so not as a matter of state policy, but as a
matter of individual generator policy, they wll

seek to devel op in noncontroversial nonurban
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areas, forcing generation sites added to the nore
rural areas?

Have you taken that into account at al
at this point regarding future plans? What
happens when we just have to -- if we have to
start building power plants not where the |load is,
but where reasonable siting opportunities exist?

MR. MLLER  Yes, we have. Actually
nost of the plants that we're getting proposals
for nowreally aren't locating in optinmal areas.

For exanple, we talked a little bit
about some of the generation that was |ocating
over near the Arizona border, either right on the
Arizona side or on the California side, there's
quite a bit there.

Now, obviously that's not close to our
| oad area, and there could be substantia
transm ssion costs to bring the power in, but
we're starting to | ook at okay, if the
generation's going to be there and we've got to
get it to the |oad, what do we need to do to be
able to do that. W're starting to think about
maj or new 500 kV |lines that would bring the power
in fromthe Arizona area into California.

PRESI DI NG MEMBER LAURI E: Wl |, what we
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may be finding out, and I'minterested in others
vi ews about how one handles this, if it becones
nmore and nore of a challenge to site in urban
areas, sSo you go to the rural areas, and we're
tal ki ng about the high or the | ow deserts.

Well, one problemwith that is the |ack
of availability of water. So you want to go to
dry cooling. Well, dry cooling is not efficient
in hot weather. So you're running into nunerous
conflicts.

And there's going to have to be sone
pol i cy decisions nade, or sone additional costs
i nvol ved in order to resolve those conflicts.

MR. MLLER | don't think there's a
better body to deal with those sort of policy
i ssues than the California Energy Conmi ssion.

PRESI DI NG MEMBER LAURIE: Cal-1SO.  Onh.

(Laughter.)

PRESI DI NG MEMBER LAURI E: Thank you,
Jeff.

MR. MLLER Ckay. | just want to neke
a couple nore points. One is that while we have
congestion nmanagenent, we try to use that to send
signals to the generators. W recognize that our

systemis not doing all that well
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As originally designed, it allows for a
nunber of ganmes that the generators can play, and
we're trying to fill those | oopholes. And also to
provi de more efficient signals to the generators.

So, we're about to send to FERC, al ong
with those other two policy issues | nentioned
this morni ng about congestion, or actually it's
cal l ed conprehensive market reform policy, which
as a part of it, includes congestion managenent
reform

And | think the last two points | wanted
to make we al ready covered adequately this
nmorning, so | think I"Il just recognize that |'ve
al ready used up ny time, save for the other
speakers. Thank you.

PRESI DI NG MEMBER LAURI E: Thanks. W'l
cone back. Well, should we just go by the list?
I don't know where M. Tooker disappeared to, but
that's fine. Afternoon, sir

MS. SHAPIRO Rick Buell is here

PRESI DI NG MEMBER LAURIE: ©Ch, Rick's
here, great. Did you want to offer any comment,
or did you want to introduce the panel? O did
you just want to let it go? What are your plans?

MR. BUELL: Well, at this point why
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don't we proceed, since M. Eddy Limis already at
t he podium Why don't we go on with the
presentation that he had planned. And we'l
i ntroduce the panel nmenbers as we nove al ong.

PRESI DI NG MEMBER LAURI E: Excel | ent.

MR. TOVASHEFSKY: Are there any handouts
to this, yet, or --

MR, BUELL: Not to this one, yet. W
wi |l have those later. They will be docketed, and
it can also be found on our website.

MR, LIM Good afternoon. M nane's
Eddy Lim | work for SMUD. | hold two positions
at WBCC, one is a menber of the WSCC Operations
Transfer Capabilities Study G oup or Policy G oup,
as well as the California Operational Studies
Subcommi tt ee.

| wanted to give you all a little deeper
under st andi ng of what renedial actions are. |
know we' ve said the phrase in this hearing and
wanted to give a better appreciation, even using
your anal ogy of the hi ghway system

Because | know a | ot of these
mtigations such as you've heard, congestion on
Path 15, were acconplished using renmedial actions.

And so | wanted to just give you just another
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| evel of detail there.

Before we go too far along on what
renmedi al actions are, we need to just pin down a
coupl e definitions, and it nmakes our conversations
easier fromny experience, because we tal k about
this a lot in WSCC.

VWen we use the termrenedial actions,
it's a global termthat includes both automatic as
wel | as manual neasures. And these are specia
prepl anned corrective neasures to nitigate inpacts
of di sturbance.

So, go back to your highway 50 anal ogy,
Caltrans has set up a systemwhen the traffic
picks up in the norning, they start to go to
metering, and it's an automatic schene that goes
on and starts regul ati ng how many cars get onto
the freeway system

As ot her things happen, say we | ose a
maj or corridor, say there's a tanker spil
happens, catches on fire on Power Inn Road. Well
their action then is to go to Fol som Boul evard,
put all the traffic on, funnel it off the freeway,
get it on there, start broadcasting messages, tel
peopl e stay home or wait until this emergency

subsi des.
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So there's many plans in that anal ogy,
and we're treating the sane thing on the
electrical grid. Both our manual, as well as
automati c.

The manual renedies are usually manua
load tripping as well as tripping of generation.
There are al so sone actions that can be taken by
operators to trip lines also for certain | eve
| oads.

Now, renedial action schene, 1'l]

i ntroduce the schene, itself, are usually referred
to as automatic schemes. These things
automatically happen out there, and there are
deci si ons bei ng made by conputers or by relays,

t hemsel ves. But they're preplanned and carefully
orchestrated

And, of course, they have to abide by
the WSCC criteria. And these are reviewed by what
we call the RAS review group. And again, these
are all approved schenes.

The nost inpressive schene | think, the
i npressive schenme we have in the systemis for
Path 15. That has probably the nost, to me it's
stretching the imgination, stretching the [imts

of the system Ranping down a nuke unit, tripping
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off load, in response to a line tripping out in
that corridor, is very very aggressive.

Now, of course there are certain
performance | evels of RAS, and as you review
projects that come across you, it is very
important to find out what the performance |eve
it seeks. And WSCC sets the standard in that the
RAS, itself, and misactivation of RAS has to have
t he sane performance of what it's protecting.

Sounds |ike a lot of words, but in other
words if we're protecting for a single line
out age, that neans that the m sactivation of that
schenme has had no worse inpact than a single |ine
out age.

And so, because these schenes aren't
perfect. W think they are because they're not
manned, but they are created by man, and these
have sonme faults. They have a | ot of potentia
for false tripping, as well as activating when not
supposed to

So, | guess going back to highway 50
anal ogy, Caltrans m ght send their truck out,
their orange truck out with a message sign, even
t hough after the accident's already happened, it's

already too late. But again, the traffic's al
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backed up. And Oficer Bill in the norning hasn't
got the word out that traffic's really bad.

in addition to RAS a | ot of these
projects are requiring operator reaction, and this
is the scary part of it in that all these
operators aren't -- there's a variety of system
operators there, some that work the |1SO sone that
work here at SMUD, sone that work at Western.

And to have manual operating procedures
really take care of sonme of these problens is a
very risky alternative than to establish
transm ssion enhancements, true hardware, true
wire in the area.

In the past | personally have w tnessed
probably a coupl e m sapplications of operating
procedures, or misinterpretations of procedures.
And they have sone dire consequences. And those
di re consequences of shedding custonmer load. It's
the worst thing we possibly ask an operator to do,
is to shed load in any system

PRESI DI NG MEMBER LAURIE: And is that an
error by the folks in the trenches doing the work,
or is it -- are these managerial issues, or policy
i ssues?

MR. LIM No, they're basically the
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folks that are in the trenches. W can set a |ot
of policies here in this committee, but it always
funnels down to the actual operator that's at that
desk at 5:00 in the norning, or 3:00 in the
afternoon, trying to make a decision based on an
event .

G ven the conplexity of all these
schenmes and operating procedures, he has to pore
through in order to make the right decision. And
one of the Path 15 overload conditions was
initiated by a DC event, a parallel |ine goes out,
over| oads the path.

During a normal, instead of a hei ghtened
state of awareness |like a stage 3, the proper
action would be to reduce the schedul es, you know,
reduce generation down in the south from going
nort hbound into Path 15 or into the Northwest.

But in that case, the operator said,
there's alternatives, we shed | oad yesterday,
let's shed | oad again today to mitigate this
problem Well, it's the wong thing to do.

But again, we don't blane the operator,
but there's so many variables and so many things
to consider. So, we try to take that pressure off

by putting automatic schemes in to take that
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deci si on maki ng away, or relieve the operator of
t hat kind of decision making.

But, again, these all work in WSCC
because we have agreenent between all the
operators and all the participants on a
transm ssion path.

VWere, in this case, in the devel opnent
of all this generation in California, we my not
have agreenent of all the parties that are in a
certain area. | think the industry does pronote
RAS. It's a good alternative versus very
expensi ve transmission fixes. But, again, it
shouldn't be -- to ne it should be the |ast
resort, solution, rather than the first solution
out of the -- for consideration.

PRESI DI NG MEMBER LAURI E: Let ne ask
about WSCC for a minute. Can you clarify the
extent to which they have any kind of planning
role? W' ve heard sonme di scussions about their
ability to offer corment or veto.

Do they have any authority? Do they
have any planning authority, any regulatory
aut hority?

MR. LIM The regulatory authority that

they have is what's given to FERC from what we
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call the RMS, the reliability nmanagenent system
And that's the only -- but, again, WSCC, on the
whole, is a voluntary organi zation. 1t's a forum
for getting utilities together to work out what is
the standard we're going to operate to. \Wat are
the standards for remedial actions. What is the
reserve criteria. And these things are being
changed and chal | enged and changed as we speak

One of the big pushes now is to reduce
or justify reduce, but just justify the operating
reserves in the system And, of course, the trend
is to push it downward. And there's a ot of
uneasi ness at this point as this is being
devel oped.

And that's because we've al ways had sone
confort, some level of reliability. Now we're
| owering that bar a little bit potentially, and
that creates nore potential for |oad shedding, or
exhausting reactive resources that are necessary
to support the system

The anal ogy is to highway 50 again. You
go back and say, well, years ago Caltrans would
have added a lane to Iimt the commute to a half
hour, some criteria. And they said, well, and

that's in case we had to shut down a lane to go to
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work on it during the day.

Well, as the use of that corridor has
been expanded, they would say, well, let's not
wor k during the day. And we'll make penalties for

contractors to pick up their cones by 4:00 in the
nor ni ng, because every minute after 4:00 it just

gets worse. And then you automatically screw up

the conmmute for that tinme.

In addition to that, they started
enploying -- | say these operator manual actions,
well, let's hire a tow truck conpany to go out
there and get the wecks off the road, because we
know when sonmeone has a weck, if we don't clear
it, it's just a big nmess. Rather than expand the
freeway system anynore.

But do the demand management t hing,
which is good, let's do the carpool thing, let's
try to entice people to carpool, we'll give thema
speci al | ane and away they go. And, of course,

t hey do automatic schene.

But they do everything, but rather than
woul dn't you |ike to have another |ane on hi ghway
50 -- you think it would be nuch easier than go
t hrough a coupl e days of wet weather when

everybody's sliding and having acci dents and those
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t hi ngs.

COW SSI ONER PERNELL: If they decided
to do the carpool |ane scenario, who pays for
t hat ?

MR. LIM Well, for our case it's
California, the State of California, Caltrans
pi cks up that cost, doesn't it?

MS. SHAPIRO Well, but in the
transm ssi on systenf?

MR. LIM The transmi ssion system as
far as conservation, it's mainly, | believe the
i ndi vidual utilities right now fund those denand
side measures. O it's fromthe public goods
charge, | hope some of that is being funded from
there. And that's a good use for that noney,
t hose public goods noney, that the 1SOis
collecting. It's just a natural thing to do.

But as an operator in operating the
system | see a |lot of opportunities out there.
And in nmy growing up in this comunity there's
been a | ot of analogies | think we can apply from
what we've |earned from Sacranento County, itself.

And that there's a general plan that's
put out by the County, in other words, we've zoned

areas for comrercial devel opnent, for residentia
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devel opnent. And we go into detail about do we
want seven houses to an acre, or a high density
type of living.

Well, we create those zones, we create
every zone, except for maybe the energy part. So
we create a zone for parks, we lay out |and for
wet | ands and everything el se, but to develop a
park for energy production where you bring in gas
transm ssion, you bring in the transm ssion |ines,
those are sone of the things that | think could be
devel oped here as a policy and identify those kind
of sites.

Now, the easiest site that's really
here, and Morteza pointed out a few of themin his
material this norning, it's |ike Rancho Seco.

Well, we used to have -- a power plant out there,
and there's probably capacity there for 2000
megawatts and even nore. But it's just missing a
gas line. It has water, but there's no gas.

Now, there's going to be a |ot of
trenching in the State of California, well, again
why not conbi ne some of these efforts to nmake up
public goods transportation systemfor gas to that
site, and you have everything.

W t hout goi ng through the extensive
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neasures of spending $17 million for renedia

action schenes or transmi ssion inprovenents.

There's pockets, | imagine. | mean we
all -- 1 see many planners in this room W study
t he system enough. | nean there's a | ot of

studi es going on, to where can identify. W know
these places to add generation to the systemthat
wWill mnimze both the need for transm ssion
upgrades, as well as the renmedi al action schenes
or special operator actions.

PRESI DI NG MEMBER LAURI E: \What's the
role of FERC in regional transm ssion planning?

MR LIM  Well, I'mnot sure |I'm
qualified to speak to what the role FERCis. One
of the places | experienced, we went to FERC for
was trying to mtigate sone of the transm ssion
access issues with them

So, to ne they were a cl earinghouse for
our problems. We couldn't work it out in the
Western Systenms Coordinating Council, so we had to
take this on to another higher |evel of court, to
say, for resolution to resolve these transm ssion
i ssues, the inpacts and --

PRESI DI NG MEMBER LAURI E: Does FERC want

nati onal jurisdiction over transm ssion planning?
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MR. LIM | wouldn't characterize |ike
that. | think they're really relying on the
regions to work out, hopefully they're relying on
the regions to take care of those problens
themselves. | think that's their preference.

FERC should be allowed to resort to iron out
problems |ike this.

PRESI DI NG MEMBER LAURI E: Thank you,
Eddy, very nuch

MR. LIM You're wel cone.

PRESI DI NG MEMBER LAURI E: Mbdrteza, good
aft ernoon.

MR. SABET: Good afternoon. | was going
to kind of hit on a few things. One of them was
your question about where to |ocate the
generation. | think we are at that crossroad
today, like -- sone of the generators that we're
dealing wth.

One of your other questions was who's
got the right basically to induce generation near
the I oad or, you know, distance from |l oad.

| have been pleasantly surprised,
think the generator-devel opers, | mean they're big
boys and girls, they are already doi ng what you're

basically expecting themto do.
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In other words, |'ve seen they have done
their homework in terms of where the water and air
quality permts are. They're pretty good, they
don't need nmy help. |'msure they can do it
al one.

The other issue basically | think
they're still westling with, in other word, the
infrastructure of downstream water and sewer
pi peline.

One of the things |I'malso pleasantly
surprised over, since the data is available to
everybody now for power flows, they also | ooking
at the risk analysis, where is fromtheir best
i nterest point of view, where to |ocate.

And since the beginning of the SO 1've
been extensively referring to people and say the
stuff is there, you go look at it. When you're
ready you come back to ne, and they are doing the
ri ght things.

The part that is missing, who is in
charge of infrastructure. One of your other |ast
question, | hit that one, and before | get to the
rest, is the FERC role on the RTA

FERC fromthe get-go, their interest was

to del egate that as | owest |evel possible. One
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thing they failed to recognize, in ny, again,
hunbl e opinion, is the RTAs do not have any
jurisdictional authority to do anything that makes
a difference, i.e., sit in as a judge on basically
the conflict or dispute resolution.

Plus nost entities that they do have
conflict are still going to show up at FERC
They're not doing at the RTA. There are a few
cases that are exception, but generally speaking,
nost di sputes are taken to Washington, D.C. Part
of it because of the authority to nake a deci sion
that is binding.

The di spute resolution, as nuch as we
put our heart and soul in it, hasn't really
produced the result that was expected. That was
one cornerstone of the RTAs. And it didn't really
have added val ue, in ny opinion

We spent a lot of tinme to basically
devel op a dispute resolution schene, but people
are not buying it.

In ternms of renmedial action we are
actually one of the first corporate for the
mer chant generator except in the dilema we had in
Sacr ament o.

We had a situation the transm ssion is
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al ready over-subscribed. 1n other words,
Sacranento, |'Il give you a sinple anal ogy, we
have 3000 megawatts of | oad, about 1200 or 1400
megawatts of generation and remaining is inported
over a very limted nunber of I|ine.

You know, SMJUD has installed all the
capacity hey could install and they' re alnost at a
poi nt that they can violate the physics of the
system

G ve you a very sinple anal ogy. You
have a two-axle truck and you have all the |oad on
it, you increase the tire pressure. Sure, you can
carry nore | oad. But watch out when one of the
tires bl ow up.

That's the situation we are in in terns
of a voltage collapse control, in ternms of keeping
the system together for unplanned event.

On ternms of RAS, itself, I'mvery
confortable with that because when we design the
RAS scheme, at least for this application, we had
a fully functioning redundant system 1In other
words, you have two sets of everything in addition
to the operators being of the third measure.

In other words, if we have an energency,

i.e., we |lost one or two lines south of the power
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pl ant, then we cannot accept all the power that's
produced by that plant.

I medi ately we are -- first of all, we
are nonitoring the flows at all tinme, and we have
two out of three decision, that's what we call it.
In other words, we know if that signal is false or
real

And if it is real then signals go to the
plant. The plant start imediately ranping down.
And if we don't see any reduction in the flow,
then we have an automatic action that will trip
t he plant.

Are we better off with this schenme than
without it? Short of any other comm tnent, you
bet we are. Because nobody stepped up to build
any additional line to the area, nobody stepped up
to build generation in the area, this was a
bl essing by itself.

And for the short-termdecision | think
we did, but for the long run, | do not believe RAS
i s sustainable because it's just you keep taking
aspirin for a leg that needs to be anmput at ed.

It's just you got to cut that |eg soneday. And
think we are at that junction, at |least for the

area that I'mvery famliar with
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That's no different than sone other
areas. So it is not a sustainable proposition, in
my opinion, and | don't disagree with ny friend
Eddy, having trained the operators myself, |
won't go off onto other conpanies. You cannot get
three operators of the same conmpany behave the
same way.

So that's why we don't rely absolutely
on the human decision. W have automatic failsafe
deci sion for sone of these RAS actions.

So in several areas in Sacranento |
think we are beyond the limtation of the system
as well as human limtation. So | don't think we
should rely on RAS as a sustainable long-term
choi ce.

| still l|eave the exception because
there are sone exceptions that makes pure
econom c, public policy sense, that it should not
be ruled out totally.

You know, at the end of a line, you
know, in the rural areas, radial system You can
basi cally di srupt the generation instead of
building 300 nmiles of line, but is a perfect
application for RAS.

Especi al ly, you know, your |ife doesn't
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depend on that generator. There are exception to
any rules.

Anyway, those are some additiona
comments | had. [1'd be glad to answer any
guesti ons.

COWM SSI ONER PERNELL: Yes, one question
isif, inthis region, we're at the end of the
line, then what is the recommendations for us to
not just run off the cliff? 1In other words, is
there a recommendation that you can give, or at
| east your opinion on the next step?

MR. SABET: Yes, you know, we are,
Western, as | said earlier, we have no | oad
serving obligation, you know, but we have a
whol esal e obligation that is currently met with
wires we have in the air.

But yet, our transm ssion system margin
headroomis getting basically depleted, you know.
No nore excess in there. So what Western has
done, we have taken, |I'msure Nancy is going to
tal k about that, Western has taken an effort in
here basically.

We went on the street |ast year, |ook
out basically a programmatic approach towards

environnental inpact statement, basically | ook at
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all option. We didn't want to | eave anything out.

Since then we have basically -- we are
ref ocusi ng our choices for the Sacranento area.

We are | ooking at several corridors to | ook at the
bui | ding 500 kV or 230 kV Iine for conversion at a
|ater date to a 500 kV in the event sone of these
generators didn't materialize.

One of the problems | think with the
transm ssion i nvestnent, as you know, they are
[ umpy and bul ky, and what happens, you have to
build it based on sone premise. |In order to just
build a transmission Iine to nowhere you have to
have sonme resource on the other end.

One of the conflict that we have had,
we've seen it with several generators, which one
is going to have the chance of survival. Like in
the m ddl e of AFC phase. 1Is it going to be able
to secure license. |If we know that up front, we
can cone into the transmi ssion. But since we
don't know, we just are constantly behind the bal
on this thing.

And the other problemw th the
transm ssion, unfortunately is the approach you
have in this state, transm ssion planning is a

| ong evolutionary process. Western has been very
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successful in building transm ssion line. | was
very much involved in 500 kV actually when | left
the Conmission | started that project when | went
to Western back in 1980.

You're dealing with the | andowners and
their concerns. One of the success story for
Western has been we go reach out those | andowners
at the beginning of the process. Whereas the AFC
right now, it just kind of come in incrementally,
as the issues become known in the newspaper. W
don't reach.

And transmi ssion |ine even is nore
difficult because you have to be chartered with
buil ding the |ine, have the financing before you
go disturb the | andowner for getting permt for
| egal description of their land, surveying the
I and, and surveying the centerline.

That is the problemyou' re facing,
because we don't have the project sponsor, but yet
Western, because of the severity of the situation
we are taking a step and we are | ooking at
transm ssion option. Those that actually going to
make a difference, because we have studied themto
death, per ny slide that | showed earlier

So we are doing that and we are willing
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to take anybody's noney to do it.

PRESI DI NG MEMBER LAURI E: Wl I, that
rai ses the issue, and I'mgoing to ask JimFilipp
to give sone thoughts about this. 1'malso
i nterested hearing from our Cal pine representative
on it, but a few years ago subsequent to dereg the
Energy Conmission was told literally, quote, "the
market will do the planning.”

MR. SABET: | haven't net himyet.

(Laughter.)

COWM SSI ONER PERNELL: Neither have we.

(Laughter.)

PRESI DI NG MEMBER LAURIE: | respectfully
di sagree with that. And ny background is in the
private devel opnent business. You don't have to
di ctate where nmerchant plants are going to go.
But, you can think about where they're nost |ikely
to go, and you can exam ne the criteria and
develop policies that will make it easier to
provi de natural gas capability and water
capability and transm ssion capability rather than
approaching it on an application-by-application
basi s.

And I'mreally interested in getting

devel oper input on that question, whether the
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devel opers are of the view that the systemwil|
wor k out as they go through a case-by-case basis,
or they would |like to see sone overall thinking
about the issue froma statewi de or regiona
basi s.

MR. SABET: One issue | was going to
suggest, about 20 or so years ago when | served in
here, | testified on sone of the Ceysers Unit on
behal f of this Conmission. At that tine the
Conmi ssion basically had a ceiling established for
the total generation be devel oped in the Geysers
ar ea.

VWhy not dust that off and look at it in
line of what you were saying. Same approach
This general area, this is the total ceiling that
the |l and, gas pipeline, and the water can sustain

Now, what are you, the transm ssion
owner, can do to mamke that happen. Because the
generation developers, | think they are coming in
the right places. Look at you own map. They are
locating in exactly the sane kind of areas that
are sustainable. They can obtain the permts;
they can obtain the gas -- because they're out of
pocket. They are doing the right thing. The

m ssing step is the next one, | think. And if we
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can help out in that area, by all neans.

COW SSI ONER PERNELL: Let nme add to
that, because I'mnot totally in agreement with
the market shall dictate where these plants go,
and let nme give you an exanple.

If we begin to |l ook at the Bay Area,
Pittsburg area where there's a | ot of plants being
either built or planned, then we begin to run into
sonme air quality, health issues, environmenta
justice issues. So we can't just allow, in ny
opi nion, the market to dictate where these
facilities go. Because then you'll get a high
concentration.

Mbst of the resources are located in the
popul ated areas where there's natural gas I|ines,
wat er or even transm ssion |ines.

So, if we just kind of step back and say
we can basically figure out where it's cheaper to
build these, just like the generators can, then,
sure, we can point to that area, but what does
that do for the people that are living in and
around those facilities.

So | think it's a dual approach, and one
is on the one hand we've got to be sensitive to

the area, and then on the other hand we've got to
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be sensitive to the generators in ternms of cost
factors and resources and et cetera.

So | don't think it's either one or the
other. | just think it's a dual approach

MR. SABET: Agreed. It's not an exact
science. That's what public policy is all about.
A bal ancing act. Thank you.

PRESI DI NG MEMBER LAURIE: M. Filippi.

MR. BUELL: We have Nancy Werdel also
from--

PRESI DI NG MEMBER LAURI E: Wl cone,
Nancy.

M5. WERDEL: Hi. Did you want himto
respond to your questions first?

PRESI DI NG MEMBER LAURIE: Jim if you
wanted to, sure.

M5. WERDEL: |1'm Nancy Werdel, I'mthe
Envi ronmental Manager at the Sierra Nevada Region
of Western Area Power Adm nistration.

And |'"m here to talk to you about two
things. First of all, the voltage support EIS
that we're undertaking, as Mdrteza kind of tal ked
about, --

PRESI DI NG MEMBER LAURI E: Can you tel

me agai n what your position is?
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MS. VWERDEL: |'mthe Environnmenta
Manager for Western.

PRESI DI NG MEMBER LAURI E: Thank you.

MS. VWERDEL: And the second thing I'd
like to talk about is just general, sone of the
environnental constraints with transm ssion |line
bui I di ng.

So the first thing I'd like to talk
about is Mrteza tal ked about sone of our issues
with the voltage in the Sacranento area, and sone
of the things that we're doing.

We have started to do an EIS for voltage
support in the area, and that includes we've got a
ot of different ways that we can do that. And
i ncl udi ng demand si de managenent, that we're going
to address -- these are things that we are going
to address in the EI'S, demand si de management,
alternative solar type things, as well as
transm ssion |ine upgrades and additiona
transm ssion |ines.

We started this EIS about a year ago in
formulating it and --

PRESI DI NG MEMBER LAURI E: Who does that
get filed with?

M5. WERDEL: It's with the Departnment of
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Energy. |It's a federal EIS. And at this point in
time there are no state entities, so it's just an
El S.

And t hat process goes back, it gets
noticed in the Federal Register, and it goes
t hrough a federal process. And we do send
information to the State C earinghouse, as well
on those, so they're aware of what we're doing.

So, sonme of the alternatives that we're
going to look at for the transmission line are
upgradi ng exi sting transm ssion |ines and sone new
200 or 230, to be upgraded | ater maybe to possibly
500 kV Ilines.

We're going to be holding a workshop to
di scuss this on March 22nd in the afternoon at
1: 00 at Western's facilities out in Fol som

And the approach that we are taking on
this EISis a programmatic EIS. And what that is
going to do for us is to allow us to take and | ook
at it froma short term in the next five years,
what are sone specific things that we need to do
to make some changes in reliability, solve sone
reliability issues here in Sacramento for short
term

And then it also |lays the foundation for
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long-termprojects. If we determne that we do
need to have, build a 500 kV Iine, at some point
intime, it will allow us to do that quicker. W
figure it will save about a year off the EIS
process down the |ine.

So, | was going to ask Morteza if he had
anything he wanted to add about the alternatives.

COW SSI ONER PERNELL: Can | ask you
about the normal tinme line? |Is that |ike a two-
year process?

M5. WERDEL: Generally it takes about
two years to do a full EIS.

PRESI DI NG MEMBER LAURI E: And when you
say two years to do the EI'S, does that nean two
years to get the authority to construct, or that's
just the EI S portion, and --

MS. WERDEL: That's just the EI'S
portion. Generally what you do in the federa
realmis you request in, you make sone assunptions
about how nmuch noney you need, and you get it in
the federal budgeting process before you finish
your EIS.

So that when you reach your record of
deci sion you have the funds avail able to build.

But you may have to go back and ask for additiona
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funds based on what your project, the outconme of
the EIS is.

So, we're |looking at, we have in our
budget sone funds to build a project, and we're
hopi ng to get sonething done by 2005.

COW SSI ONER PERNELL: And this is in
t he FERC budget that goes to Congress?

M5. WERDEL: It's not in FERC's, it's in
Western's budget .

COW SSI ONER PERNELL: Oh, it's in
WAPA' s budget ?

M5. WERDEL: The Departnent of Energy,
it's in WAPA's budget .

COW SSI ONER PERNELL: Okay.

M5. WERDEL: It's different than FERC
So, that's kind of basically what we're doing.
We're hoping that it will provide us with enough
i nformati on that we can reduce the anpunt of tine
to build additional projects, and also give us a
short-term sol ution.

So | was going to say, Morteza, do you
want to tal k about sone of the different
alternatives that we're | ooking at, sone specific
ones?

MR. SABET: The group | referred to
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earlier this nmorning, you know, Sacranento Area
Transm ssi on Planing G oup, we have | ooked at an
array of 230 transm ssion, as well as 500 kV
transm ssions, that we know that they do help the
area, basically load growh, i.e., the voltage.

But the problemw th the 230 systemis
we are at a special point right now that by the
time we get it built, we would be in the sane
situation we are today.

And the other conplexity of that is it
all depends, you know, we have |ike now about four
or five generators hovering around our system
VWhat woul d be the best permutation of the
possibilities if one or two of these generators
are in, what would be the optinmal transm ssion to
bui | d.

To do two things. One is if they are
not built, and second, if they are built. And
that is a very nice tightrope to walk on. But we
are doing the best we can. And the beauty of it
i s because we know where the short fuses are. And
we know where we can and we cannot build |ines.

Because one of the corridors that, you
know, it is feasible going to the downt own

Sacramento through Fol som we know that it is very
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difficult to build those. But we are | ooking at
reconductoring those lines, for instance, to give
us the tenporary relief. Those are all included
in this global EIS.

But in addition to that we have |ines
that if you travel to Sacranento Airport there is
a 500 kV I'ine goes there. One of our stations
near the airport, you know, building a 500 kV
connection to that systemto have a strong source
on the east side of the valley. That has proven
some prom se, shown sone proni se

So we haven't got the project
sponsorship yet to spend the noney to do anyt hing,
but we have cleared the way, what are the feasible
corridors that could be built in case the
coalition could be pulled in. And this is with
the recognition of what we are hearing fromthe
generators as well as other area utilities.

In other words, we are looking at it in
a gl obal sense. VWhat if, let's say Cal pine,

Fl ori da Power, all the devel opers around the area
are willing to pay to fund this thing,
increnentally, one utility or one entity do it, in
addition to SMJD and other utilities in the area.

We have the general buy in on that

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

142
concept from our custoners and the generators,
that's the direction we're going. So, because of
the severity of the situation we are saying it is
good at |east to screen out these right-of-ways,
make sure they're buil dabl e before we get the
coalition put together for funding.

MR. LIM Being from SMJD, we are very
aware of this problem and of course we've been
studying it to death for the |last few years, but
one of the things that | think would be in front
of this Comm ssion is what are the alternatives,
what's the new generation.

And again, if you' re going back to that
energy park concept, Rancho Seco, if you |ocate a
generation plant there, you know, our mnds are
general ly inporting power, because you put enough
generation in this metropolitan area, start
exporting some power, or you get a zero exchange.
And again, that frees up transm ssion for other
uses.

So that's an alternative rather than
runni ng 500 kV right-of-ways. And |I'm not turning
down any wire. | nean as an operator we al ways
like nore wire in the air and nore facilities to

operate. But this is an alternative that could be

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

143
pl aced in front of you to give guidance to these
projects, to |ocate where there's no transm ssion
upgrades that are necessary, no renedial action
schenmes, no special operating procedures are
necessary, and we can accept some fairly |arge
amounts of generation. And it helps the
Sacranento Valley area by voltage support and the
| oad growth continue in the area like this.

MR. SABET: No disagreenent there. W
al ways have stated publicly and otherw se,
generator close to the load is the best solution
But can you build it, Rancho Seco obviously is a
good choi ce.

PRESI DI NG MEMBER LAURIE: CQur friend
from Cal pine has to | eave in about three mnutes.
Can | get your attention for just a couple mnutes
before you go? Thank you, Nancy.

Jack, what's your |ast nanme again
pl ease?

MR. PIGOTT: Pigott, P-i-g-o-t-t.

PRESI DI NG MEMBER LAURI E: Thank you. As
you fol ks have your meetings and you plan for your
two- and five- and ten-year projects down the
road, a couple questions. One, does Calpine

consi der transm ssion a potential barrier to your
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plans? And there's a whol e bunch of other
criteria, but just |ooking at transm ssion, do you
consider that a potential barrier to your plans?

And, two, is there anything that the
state or any other entity can do for purposes of
coordinating that would be a benefit to generators
from Cal pi ne' s perspective?

MR, PIGOTT: Transm ssion constraints
are both opportunities and barriers. You know, to
the extent that the |1SO has zones and they're
goi ng to make other zones, smaller zones, you
al ways want to be inside the zone.

And so to the extent that you have the
facility that's inside the zone, you have an
advant age, you're going to operate nore, you may
get a higher price than if you were outside of it
and had to cross the barrier.

But to wi de open conpetition, | nean
| ower prices for the end-use custonmer, it's
advant ageous to not have those barriers, and to
have nore transn ssion.

So, from-- | nean our opinion, because
the plants that we're building are new, they're
very efficient and tend to be | ower cost than some

of the conpetitors, we |like the idea of having
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lots of transmission, lots of ability to get the
power to custoners.

As far as whether the state can do
things to help plan for it, | think we agree with
what FERC has been espousing, that you really need
a good transm ssion highway to have a conmpetitive
mar ket .

And so we --

PRESI DI NG MEMBER LAURI E: And how do you
acconplish that?

MR. PIGOTT: Well, | think that a ot of
t he planners around here know where the
constraints are and what paths could really be
upgraded to approve things. And so | think
per haps being proactive in that respect.

PRESI DI NG MEMBER LAURI E: From Cal pi ne's
per spective, when you tal k about your future
pl ans, and then you raise the issue of
transm ssion, do red flags go up, or do you folks
have a sense of confort that the capacity will be
where you want it when you want it?

MR. PIGOTT: If not exactly when we want
it, we think it will be there eventually.
believe three of the plants that are either under

construction -- | think three of the plants that
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are under construction are all going to be subject
to RAS schenes.

And we don't |ike that, because that
means that under certain conditions we're going to
have to ranp down. And that's not sonething that
we want to do. But we view that as tenporary.
And, you know, we know that the state needs the
power and we don't think that these conditions
will remain for |ong because there's a nutual goa
of getting that power to the |oad.

PRESI DI NG MEMBER LAURI E: Thank you.

COWM SSI ONER PERNELL: No questi ons,
just appreciate you being here.

MR. PIGOTT: Okay, thanks.

PRESI DI NG MEMBER LAURI E: Thank you,
sir. M. Filippi, good afternoon.

MR. FILIPPI: Good afternoon.

PRESI DI NG MEMBER LAURI E: Nancy, were
you done?

MS. WERDEL: No.

PRESI DI NG MEMBER LAURI E: No, well, get
back up here --

(Laughter.)

PRESI DI NG MEMBER LAURIE: -- what's the

matter with you?
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(Laughter.)

PRESI DI NG MEMBER LAURI E: Sorry.

M5. WERDEL: 1'Ill try to be brief here.

PRESI DI NG MEMBER LAURIE: No, no, that's
all right.

MS. WERDEL: | wanted to just talk a
little bit about sonme of the environnenta
constraints relative to building transm ssion
lines, and what are some of the constraints that
we' re wor ki ng under for that.

As you are well aware, there are lots of
constraints relative to the siting process, and
those are simlar to what you have with the
transm ssion lines with one exception, is that for
a siting you're very localized.

You have a site and there are certain
things that are on that site that have to be
mtigated, and you' ve got your air problenms and
wat er probl enms, et cetera.

For a transmi ssion |line you have a | ot
di fferent problens, in that you have, it could be
many many miles of |ines that cross many many
types of ecosystens. And then you have also to
t hi nk about sone of the way you get there, what

are the alternatives fromgetting frompoint Ato

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

148
point B. And which is the npost environnental ly
preferable way to get there.

And sonetines that may be a | onger
transm ssion line than you wanted, or it could be
shorter. But, there are certain things that we
| ook at, and I'm going to go back to your highway
50 anal ogy.

Some of the things that you can do, you
know, are resurface the road, build nore onranps,
those are small constraints. But if you're going
to go froma two-1ane highway to a big four-1Iane
di vi ded hi ghway, you're going to have a heck of a
time trying to do that.

And right now, fromall I -- in ny
experience fromworking with Mrteza and such, is
that there's not enough places where we can put
that four-I|ane divided highway that will help us
to solve the problem

And we've gotten into -- and you're wel
aware of the NI MBY syndrone, nobody wants to have
the power plant in their backyard, and they don't
want to have a transmission line in their
backyard, either

And now we're starting to get into the

BANANA syndrone which is build absolutely nothing

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

149
anywhere near anyone.

(Laughter.)

MS. WERDEL: And it's getting worse.

And | think that the |onger that we wait, the nore
constrained we're going to be. Because the
environnental |aws are getting nore stringent.
There's nore concerns about habitats and, you
know, the habitats are shrinking. So they are
less likely to allow things to go on with the
habi t at s.

PRESI DI NG MEMBER LAURIE: If you | ook at
the current transmission systemthat's in place
today, and you |l ook at projected need for growth
in that system do you have any thought about the
extent to which upgrades can be nmade within the
current rights-of-way, that is within the current
two-1 ane system as opposed to actually needing
the four-lane system and having to go out and
buyi ng those extra two | anes somewhere, and havi ng
to do the broader environnental analysis?

So, if you're just -- | have no idea how
t he engi neering on these wires works, but if
you're going to upgrade the wires, or you're going
to just put an extra wire on, that's different

t han doubling the size of the |ine and having to
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buy additional rights-of-way.

In one case | would i magi ne you woul d
have to do a nuch broader environmental analysis
than in the other.

M5. WERDEL: That's true sonmewhat. |If
you're going to be upgrading a current line to a
much bigger line, if you're going froman existing
230 there's an established right-of-way for that
230. If you're going to upgrade it to a 500,
you' re going to have nuch greater right-of-way.
And you're going to have to take into
consideration all the inmpacts to that bigger
ri ght-of-way.

PRESI DI NG MEMBER LAURI E: Does anybody
know the extent to which the PTOs have sufficient
ri ghts-of-way today for necessary upgrades for the
next 20 or 30 years? Can nost of the enhancenents
be done within the current rights-of-way, do we
know?

MR. SABET: Let nme see if | can help
out. The old days, | think PG&E, no, |'m not
going to speak for them they used to buy rights-
of -ways, you know, ahead of the need and put them
asi de, you know. That was a real planning tine,

not just in tinme planning.
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They used to have that and they stil
own sonme of those rights-of-way, i.e., before we
got started building the third Pacific intertie,
which is considered to be, PG&E before that,
actually ten years before that they had a right-
of-way that ran in the foothills to Fol som down
to Tessla. Sone of that right-of-way, |ast I
talked to sone of the key people, | know they
still have it.

But the reason that line is not yet
built is several. One of them was near Fol som
there was conflicts there.

PRESI DI NG MEMBER LAURI E: They're al so
going to build a highway going from North Fol som
to South Folsom --

MR. SABET: But Rancho Seco to Val ota,
which is the PG&E line, it is actually constructed
to be converted to 500 kV, that was part of that.

For the COTV |ine we used the existing
230 stretch, we converted the same stretch to 500
kV. In other words quadrupled its capability.

But the reconductoring alone, by itself,
is the -- it doesn't do anything, because it does
not change the system characteristic. It doesn't

change the flow distribution. What it does, it
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tells you the congestion managenent in the near
term i.e., if we have conductors that are bigger
south of the Sutter Power Plant today, the
frequency and duration of those ranp down woul d be
| ower .

But in terms of system performance
overall, we are not changi ng anythi ng, because the
system character does not change.

So each one of those have sone life
reconductoring has a much shorter life. But if
you upgrade to higher voltage that will triple the
life.

But unfortunately the line that we
operated, that was the tine that we designed
things by slide rule. Al the rest of the |ines
are designed by conputer, so they don't have nuch
margin in them So we cannot do the same with the
remaining circuits, unfortunately.

M5. VWERDEL: And sonme of the issues now
with urban sprawi are limting, you know, the
infrastructure within the cities. And not being
able to upgrade to nore capacity and |ines because
of being inside the urban area where you've got
| ots of homes or parks or whatever you have

That's a significant constraint, as well, trying
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to get those environmental concerns taken care of,
as wel | .

And it alnost is prohibitive for our new
transm ssion |ines where you've got environnenta
concerns in the urban areas.

PRESI DI NG MEMBER LAURI E: Does somebody
el se want to cone in on that question?

MR. YEUNG Yes, Commi ssioner, Manho
Yeung from Pacific Gas and El ectric Company. Your
guestions on do we have for PG&E anyway, is there
adequate existing rights-of-way for the next 20,
25 years. | think the general answer fromus is
no.

PRESI DI NG MEMBER LAURI E:  No?

MR. YEUNG No, we don't. We have seven
probably that we have acquire throughout the
years, and especially 20, 30 years ago, in
associ ation with proposed power plants that we had
at that tine.

But on the other hand, those |and and
acquisition, they were made bit and pieces. W
don't have all the wires in place for any
substantial transm ssion upgrades in our system

They are, for exanple, on sonme recent

230 kV transm ssion projects, we actually have to
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acquire brand new rights to conplete those
proj ects.

They are facilities that may be
i nvol ved, that are associated with the COI, the
third 500 kV project, but again they are in a very
limted basis.

COW SSI ONER PERNELL: Let nme ask, is
there any utility or any know edge of anyone who's
doi ng a 20-year plan that includes acquiring
ri ght-of-ways for additional transm ssion |ines?

MR. SABET: Yes, back in the tine that
we were doing COT, there was a very conprehensive
effort by basically Western Utility Corridor
whi ch included all the federal agencies, all the
| ocal and state agencies, actually this Conm ssion
shoul d have a copy of it, I knwo, | have one in
the office.

It basically is under the title
Western's Corridor study. That basically | ooked
at possible routes that could be built for
transm ssion, intra- and inter-state, as well as,
you know, | ocal comunities. And we went to
extensive effort. Sierra Pacific led that effort.
And it wasn't too long ago. | think it was '95,

or '93, if | renenber.
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So that one's |ooking out 20, 30 years
down the road.

COW SSI ONER PERNELL: And it has -- and
I haven't seen the report, I'd be interested in if
you have an extra copy or --

MR. SABET: | can give you the
reference. We have one copy in the office. | can
do that, be glad to do that.

COW SSI ONER PERNELL: And so that was
| ooki ng at an additional corridor, and then --
Susan - -

MS. WERDEL: Nancy.

COW SSI ONER PERNELL: Nancy. Nancy,
what |'m hearing you saying is it is very
difficult to permt an additional corridor because
of either land use restraints or environmenta
restraints, endangered species and all of those
ot her issues that run fromstate, federal and et
cetera

I's there an organi zation or a conmi Ssion
that actually | ooks at, so that you wouldn't have
to do the leap-frog to every jurisdiction, but
| ooks at the overall grid planning. And I'm
assum ng maybe this is something that FERC shoul d

be doing, if they're, you know, the kind of
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federal planning agency.

I's there any organi zati on that |ooks at
that and says, okay, we got to |look at the Fish
and Wldlife, all of these various agencies to get
this permt. And in ternms of an endangered
speci es habitat, maybe incidental take permt, and
just till you get it built. Because once you get
t he foundation and the structure, then the habitat
can go back to the way it was.

So is there anyone or any agency that
actually | ooks at the overall grid planning for
the right-of-way for the grid?

M5. WERDEL: |'mnot sure that there is.
I have not heard of anything. But it could be
sonmet hing that could be addressed by the WSCC s
environnental work group. Bob Therkelsen is on
t hat work group, and that m ght be sonething that
they could --

PRESI DI NG MEMBER LAURIE: M. Mller,
did you have a response to that?

MR. MLLER | think that's a gap in our
pl anni ng process right now W really don't have
a long-termplan. 1In fact, when deregul ation
started we actually shortened the planning

hori zon, we went from standard ten-year planning
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hori zon down to five years, which created its own
probl ems. Because it takes six years to permt
some transmission lines. So you aren't even
| ooki ng far enough out to when you actually get a
facility in place.

Now we' re goi ng back out to ten years,
and | ooking at ten years, again, but they're just
starting to do those plans, and those are so
specul ative at this point, given the uncertainty
of where the generation's going to be | ocated,
that it's really hard to get comrtted enough to
the point where you can say, let's go buy sone
land and let's start working with sone federa
agenci es or what ever.

So, there really isn't anybody in the
lead on trying to identify new corridors or to
preserve them for future transm ssion use.

PRESI DI NG MEMBER LAURIE: Is it -- |
don't know if you -- did Dave |eave? Pat Flem ng,
did -- he did. Do you know anything about, is it
San Diego that's trying to put in the line down in
Hemet ?

MR. M LLER: The Valley Rainbow |ine?
Yes.

PRESI DI NG MEMBER LAURI E: Do you know
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about the status of all that? Pat, do you know?

M5. FLEM NG We anticipate filing for a
certificate of public convenience and necessity.
We' re hoping next week, or at least in the next
two weeks. And we put together a proponent's
envi ronnent al assessnent, and | would say that
everything that Nancy has stated about
environnental concerns fits. [It's called the
Val | ey Rai nbow I nterconnect. And it goes from
Edi son's Vall ey substation to a new substation
that San Diego will build called Rainbow, just
south of the Riverside County line, 500 kV.

COW SSI ONER PERNELL: How long is that?

MS. FLEM NG Depends, because again,

will agree with Nancy, it's taking sone jogs. |If
we go with what | think the proposed Iine will be,
but it --

PRESI DI NG MEMBER LAURI E: There's sone
publ i c opposition issues, right?

M5. FLEM NG Pardon ne?

PRESI DI NG MEMBER LAURI E: There's sone
publ i c opposition issues?

M5. FLEM NG Yes, there is, and habitat
i ssues, and there's a | ot of developnent in the

area. But it's about 35 mles; as the crow flies
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it's probably 25 niles

PRESI DI NG MEMBER LAURI E: Thank you very
much.

M5. WERDEL: That was all | had then.

I f anybody has any ot her questions?

PRESI DI NG MEMBER LAURI E: Very hel pful
t hank you.

COW SSI ONER PERNELL: Thank you.

PRESI DI NG MEMBER LAURI E: Good
afternoon, Jim

MR. FILIPPI: Hi, good afternoon. [|'m
JimFilippi of PG&E National Energy Group. |'m
t he Manager of Transm ssion Services for the
Western Region and in my spare tine lately I'm
Chai rman of the WSCC s Pl anni ng Coordi nation
Conmi ttee.

COW SSI ONER PERNELL: You nmean you have
spare tinme?

(Laughter.)

MR, FILIPPI: | was being facetious
there. | really struggle to fit in that second
job. And | appreciate the opportunity to cone
here today and tal k about a couple of ny favorite
subj ects, transmi ssion line siting and

transm ssion constraints for generation.
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| did prepare sone slides on the
subj ects earlier this nmorning, so I'Il just try to
skimthrough those till we get to congestion

Yes, interconnection disputes are
barriers. They consune the devel opers' tine and
resources; and costs nount and conpetitors get
ahead as you try to work through these things.

I think one thing that would help here
is to have a uniforminterconnection process
adm ni stered by the California-1SO  One that
woul d recogni ze that generation brings benefits as
wel | as inmpacts. And work that into the equation
when you're considering transm ssion costs and
what the generation --

PRESI DI NG MEMBER LAURIE: VWhy is there
not a uniforminterconnection process? Because do
you go by utility to utility?

MR. MLLER: At the tine being until the
| SO s process is established. There are different
processes filed in each transm ssion owner tariff.
In effect, the processes that are filed at FERC
are really pretty nuch identical, but the
different transm ssion owners sort of adopted
differences in their processes.

MR. FILIPPI: Interpretation, yeah
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MR. M LLER: Yeah, without having it
formally codifi ed.

MR. FILIPPI: And one of the things that
shoul d not be in the process is to hold the
generator responsi ble for expanding the
operational limts of the existing system

I think the generator should -- its
obligation should be to naintain the reliability
of the system maintain the operability of the
system and not be stuck with funding any
i nprovenents to that. Because it's hard enough
just to fund the interconnection and the plant.

And | think one thing that would help
speed up the process is to have the |1SO basically
resol ve di sputes between the transm ssion owner
and the interconnector, the generator, over what
the interconnection requirenents are.

COW SSI ONER PERNELL: Who does t hat
now? You just sit at the table until you cone to
a resol ution?

MR. FILIPPI: Well, yes, basically, it's
you sit at the table till you conme to a
resolution. We try to enlist the support of the
| SO, and any ot her popul ar support you can. But

it takes a long struggle, wi thout there being a
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clear authority that is in charge for resolving
the dispute

Utimately | guess we could go to take a
di spute to FERC for a long litigation, but that's
not going to achieve our objectives.

As far as studies go, the question is 60
days okay, from ny perspective 60 days woul d be
great. Detailed facility studi es have taken
often we're told, you know, that utilities would
have up to 180 days to do those.

And often it goes |onger than that. So
that wouldn't be a problemif the timelines were
met .

As was pointed out for very small units,
for instance a small unit that's interconnecting
at a substation and its output is |less than the
load that's there at that substation, | don't see
why, you know, nore than a week or something is
necessary to handl e that one.

As far as speeding up the process, |
t hi nk woul d be one thing that would help is if it
was the |1 SO m ght be responsible for handling the
techni cal aspects of determ ning, you know, what
is necessary for reliable interconnection. It

slows things up if that gets litigated also at the
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Energy Commission, | believe. And so if --

PRESI DI NG MEMBER LAURI E: And by
litigating, you mean independent review by staff?

MR. FILIPPI: No, | guess what I'm
meani ng i s having intervenors come in and make al
sorts of challenges and clainms, and having to
mount a defense. |If the 1SO was the forumfor
that, with their technical expertise, | think --
and then at the Energy Conmission, it was just a
matter of the 1SO s presenting its decision,

t hi nk things mght go quicker and snoot her

PRESI DI NG MEMBER LAURIE: M. Buell, as
a Project Manager, to what extent does staff, in
their PSAs and FSAs, do anything on the issue of
i nt erconnecti on beyond what |SO reports?

MR. BUELL: [It's ny understanding that
staff is not doing anything in addition to what
the 1SOis doing. | think the question that was
rai sed here is that the process allows for
i ntervenors to chall enge what may have been done
by the SO in our process, and we may end up
litigating that in front of a Commttee.

PRESI DI NG MEMBER LAURI E: Ri ght, but
because 1SO is a secret fraternal organization

the public's not involved in their decision
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maki ng, so you avoid all that?

(Laughter.)

MR. BUELL: Yes.

PRESI DI NG MEMBER LAURIE: Cot it.

MR. FILIPPI: And, yes, queuing does
create inpedi nents, not that you can do away with
gueui ng, but some of the difficulties are that
earlier project, your study may not be valid, if a
project that's earlier in the queue goes away, and
you' re requirements, your perceived
i nt erconnection requirenents may be very onerous,
either froma permtting aspect or fromjust the
financi al costs.

And as | call them vapor ware projects.
You may have some vapor ware projects holding a
pl ace in the queue for awhile, and that then
i npedes the devel opment of the succeedi ng projects
until those get out of the queue.

And - -

PRESI DI NG MEMBER LAURIE: | don't know
what that is. \What's vapor ware projects?

MR, FILIPPI: It's hard to know, but |'d
say one --

COW SSI ONER PERNELL: Like a spot fill.

MR. FILIPPI: |If one thing that needs to
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be done, is there needs to be clear mlestones
that allow, require a project in the queue to
proceed in a tinely basis. And should not hold a
pl ace in the queue wi thout reasonabl e progress.

COW SSI ONER PERNELL: In terns of the
financial question about who's in what position in
t he queue, what about the suggestion of everybody
in the queue pays the sanme anount?

Are you -- is that anything you would
entertain?

MR FILIPPI: Well, I'd say within a
certain tinmeframe | think that would be
reasonable. But on the other hand, if | had put
inalarge effort to -- and I'Il get into nore of
this later, but if I put in a large effort to
identify a good place to interconnect, and | put
in mmy request and it is a great place to
i nterconnect, and then four others come after ne,
and then it beconmes a | ousy place to interconnect
with a lot of cost, | would feel a certain anount
of resentnment to a systemthat does that.

PRESI DI NG MEMBER LAURIE: Well, I'm
interested in how that's currently treated. How
that would be treated in an organi zed | oca

gover nment devel opnent process is if you're first
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in the queue and you're bringing in 100-unit
subdi vi sion, but there's 400-unit subdivisions
behi nd you, they would say, okay, M. Filippi, you
go out and you build a 500-unit highway.

And because you want to go now you have
to make the capital investnent. But, you know, as
soon as these other folks build their houses,
you're going to get repaid for everything over
your share

Does that happen today? So, if you're
first in the queue, and even if you have fol ks
behi nd you, and proper planning says, well, you
shoul d over-build, is there a nechanism so that
you can get paid back for all your capital costs
plus interest incurred beyond what you're using?

MR. FILIPPI: No, | believe there's no
such nmechanism | have tried to negotiate such
terms, and was refused basically. That the
utilities were not interested in accounting for
who's conming | ater.

This is not so nmuch a situation where
there's peopl e stacked up right behind us, but
we're willing to nove into an area, there's
infrastructure needed, it's expensive, and we

say -- but it's lunpy, there would be nore
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capacity than we need. And we say we want to be
conpensated if others cone behind. And there
hasn't been a lot of interest in doing that. No.

PRESI DI NG MEMBER LAURI E: Do they know
what a rei mbursement agreenent is? These things
exi st .

MR FILIPPI: Yes.

PRESI DI NG MEMBER LAURI E: Ckay.

MR. FILIPPI: | guess some of the
questions that were asked in the pre-workshop
materials were, you know, how do we deci de between
whet her there should be transm ssion serving an
area or whether there should be generation

Does there need to be some kind of a
pl anni ng process that decides that, or a
regul atory process. And | guess my first crack at
it is 1 think there could be a market nechani sm
that would work and | et the market decide.

For exanple, one of the things that
could be done is -- | think we're specifically
tal ki ng about transm ssion is needed in an area,
and woul d generation be an alternative. | don't
t hi nk people are really too concerned about
generation wants to go in an area, and should

there be transm ssion as an alternative.
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PRESI DI NG MEMBER LAURIE: Well, let ne
correct you, because you're right, they're not
interested in replacing generation with
transm ssion, but they're interested in replacing
big generation with nmultiple types of alternative
generati on.

And we have to address those issues nore
and nore often, nore and nore specifically in CEQA
environnental analyses. And so it is becom ng an
i ssue.

MR. FILIPPI: Okay, ny thoughts aren't
sorted out on that one. ['Il have to think about
it sone nore. But | will address the one about
transm ssi on and generation as an alternative to
transm ssi on.

What you can do, and what | have, at
times, asked for, is that the transmi ssion
entities ought to have a transm ssion plan. |
mean ultinmately they' re responsible for making
sure the lights stay on, and they need to have the
transm ssion that goes out to whatever resources
they can access to do that.

So, in order to fulfill the
responsibility and nmeet reliability criteria, they

need to have a transm ssion plan. And then when

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

169
t hey are about ready to enmbark on a transm ssion
project, they can have a solicitation and ask, are
there nontransmi ssion alternatives that are
willing to -- that can satisfy this transm ssion
need.

Can you, for instance, if a mgjor
transm ssion line is needed into the Sacranento
area, and the tinme has cone, there's only a few
years left, and so they have to get started on
this project, they can put out a solicitation, are
there nontransmi ssion alternatives that can
satisfy this need. And if there are, then a
mar ket mechanismis we are willing to pay a
certain ampunt on the order of magnitude of this
transm ssion line, certainly not the sane costs,
but somet hi ng approaching that, to pay the excess
devel opnent costs of generators, or could be |oad
managenment, to satisfy this need.

And that kind of a nechanism at | east
can handl e the technical aspects of are there
other alternatives that nake sense conpared to
just building the transm ssion |ine.

I think there is a role here for
regul ators because as M. Pernell pointed out,

this is then just econom cs and engineering, and
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doesn't consider all those environmental and
soci al aspects.

So, there needs to be sone process there
afterwards to assure that what seems to be the
econom c alternative is also a feasible
alternative fromthe public's perspective

In order to do this the question was do
we need a single state siting agency for
transm ssion and generation, and it's not obvious
to me that that's essential. Not to say that it
woul dn't help, but it just didn't, that need
didn't junp right out at ne.

The question was asked can new
generators inpact the transm ssion access for
exi sting generators, and is certainly
theoretically possible and it depends on the rules
for access.

In some areas in other states the
exi sting generators and existing transm ssion
owners own all the transmi ssion access rights.

New generators have none, and so it's the new
generators then that are at a | oss and are
scranbling to find out a place where they can
connect onto the grid w thout congestion.

But in California | believe today the
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correct way to describe the situation is that the
i n-pl ace generators and the new generators |argely
conpete for the avail abl e access, and that has
good aspects. It encourages econonic efficiency,
but congestion is not always good. Sonetines it's
good, a little is good, but too nuch is definitely
bad.

And congestion can keep existing
generators fromthe market, as well, in these
situations. But it depends on the response of the
transm ssion owner and the SO in California. |If
there's a reactionary response such as congestion
is not our problem it's just an econom c iSsue,
it doesn't affect reliability, that's going to
have sone adverse inpacts.

There can be congestion, which is very
uneconom ¢, has huge costs to the market and to
the ratepayers, higher energy prices, higher RWR
costs in local areas, and it can narrow supply
margins to the extent that when you do have
unf oreseen sudden | oad growth or severe storns,
you can get into a reliability crisis.

But it's also within the ability of the
transm ssi on owners and the 1SO to respond

proactively to conmit to provide new transn ssion
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where it would reasonably mitigate the |oca
congestion. That would enhance reliability, would
i ncrease the depth of the market, and would reduce
t he delivered cost of energy.

So | think would make a -- would be good
for the SO and the transnmi ssion owners to take a
nore proactive role, and to endeavor to mitigate
| ocal area congestion. And don't really let it
get out of hand. Take some steps towards having a
liquid pool of generation.

PRESI DI NG MEMBER LAURI E: To what extent
can you comment, or do you care to conment on the
answer to the question in the last slide, that is
can congestion act as a barrier? What inpact
woul d state ownership of the |ines have? And you
don't have to speak to it from National Energy
Goup if you don't want to, but do you have any
personal views as to whether or not it would be a
substanti al benefit in coordinating the system or
not so nmuch. Have you fol ks thought about it at
all? O course you' ve thought about it --

MR, FILIPPI: No, | don't think we've
t hought about it too rmuch. | think basically the
proof is in the pudding is, | guess, what we're

really concerned about is how nmuch congestion
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there is, how nuch transm ssion access and how
liquid the rights are to the transm ssion

And | will get into this in a couple of
slides. | amconcerned that congestion
uneconom ¢ congestion is not being adequately
relieved. And that | think there may be, if that
continues, that kind of situation continues, there
may be a role for the state in this.

Renedi al action schenes. | think
automatic renedi al action schenes are a good
solution. They are for infrequent contingencies.
This is sonmething where we're tal ki ng about
sonmething is going to happen for an hour or two
every coupl e of years.

There's no reason why you would want to
build a transmission line that's out there 8760
hours a year for 30 years when you could put in a
renmedi al action schene that effectively does the
same thing for a lot |ess noney.

Sone have tal ked about, | think Mrteza
mentioned he didn't think renedial action schenes
were a good long-termsolution. | don't viewit
as far as long-termor short-term but just as far
as how nuch and what you apply it to.

If you apply renedial action schenes to
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these infrequent situations | don't think there is
going to be nmuch problemw th that. WSCC has
reliability criteria for the remedial action
schemes. WSCC has a certification process for
renmedi al action schenmes to review with the schene
and make sure that it is not prone to failure.

VWhat | think the difficulty may be is
that they're over-applied. That you get a
proliferation of renedial action schenmes all over,
and then it's difficult for the transm ssion
operator to keep track of themall, and keep them
coordi nated so they don't overlap. And, yeah,
think that m ght be a problem

But remedi al action schenmes only do so
much. There cones a point where if the problemis
persi stent enough for a |long enough tine, that you
do need sone transmission. You'll initially start
some congestion, but then that congestion can get
very expensive and get out of hand. And
ultimately, as it has in Path 15, it affects
reliability.

And so | think the PTO and the | SO ought
to be proactive in relieving that kind of
uneconom ¢ congestion, and that new transm ssion

may be warrant ed.
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I think that the review of econonic
congestion should be included in the |1 SO s annua
grid planning process. And that if there is a
pl ausi bl e determ nation that the congestion costs
are unecononic, that it's nore econonmic to build
some transm ssion, that ought to be done.

If it doesn't happen | think perhaps
there is a role for the state in funding that kind
of infrastructure --

PRESI DI NG MEMBER LAURI E: Can you defi ne
uneconom ¢ congestion for nme?

MR FILIPPI: | think it's fromthe
rat epayers, you m ght say cost benefit analysis
fromthe ratepayers perspective.

There's been some tal k about perhaps the
generators can have a role in this, or let the
mar ket take care of the congestion. And | see and
have experienced some real problens with that.

I think it was James Lei gh-Kendal
menti oned that when new transm ssion is built and
congestion is relieved there are a | ot of w nners.
And that is correct. | believe there are a | ot of
parties that benefit.

And the trick of having a market

mechanismis getting all those parties who benefit
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willing to contribute sonething to the cost. It
doesn't work to say to have many parties benefit,
and then you step up to the generator and say,
well, you're going to benefit, why don't you pay
for this. And again, there is no reinbursenent
mechani sm for the generator, even if the generator
was willing to go out and take a risk that would
be conpensated | ater, there is no nechanismfor
doi ng that today.

PRESI DI NG MEMBER LAURI E: Agai n, when
you | ook at any other type of devel opnent, that
process occurs regularly. You forman area of
benefit and you determ ne who the beneficiaries
are, and the potential cost of the needed
i nprovenents, and you allocate. And everybody --
anybody who wants to play has to buy into it.

So, that, again, is not a new concept.
But it sounds like we're not getting genera
agreenent that those kinds of tools should be
utilized.

MR. FILIPPI: Right, and there are some
difficulties in how you apply it.

Actually I think there are many
i nstances where the generator would benefit, but

there would be so many beneficiaries that this
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ought to be just taken on as a transm ssion owner
project or an |SO project, and then just rolled
into the ratebase.

| skipped a slide there, excuse ne.

Under today's systemthere are sone
probl ems for generators actually owning
transm ssi on. A generator, if it's going to pay
costs of transm ssion and has, there is no
mechani sm for reinbursenent set up. At |east |
think the generator's going to want to have rights
to the transm ssion tantanmount to owning it.

For instance, if |I've wanted to build a
generator and get ny power across a certain path
that is congested, and it costs $50 mllion to
build a transnmission to relieve that congestion,
want to claimthe rights to get ny power over that
transm ssion. | want the rights to that. And
tant anmount to ownership.

But today | cannot own transm ssion as
an electric whol esal e generator. If | own
transm ssion that's used for basically utility
pur poses, that blows ny EWG status.

Anot her problemw th this is that let's
say take again this exanple, this $50 nillion

i mprovenment, and let's say this $50 mllion
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i nprovenent provi des 500 negawatts of capacity.
Those facts are going to be inarguabl e based on
the study. But what can be argued about is how
much ny i nprovenent contributed to that 500
megawat t s.

Typically what you face, and this is not
just generators, but any situation where one party
builds a transmi ssion that increases capacity, and
there is another party that al so has paralle
transm ssion, they'll argue between thensel ves,
well, the existing owner will say, well, you
couldn't do that if it weren't for ny
transm ssion, and |I'mjust holding you up. And
ought to get part of that new capacity. So, this
drags on and on.

And al so, as | said before, the benefit
personally to nmy one generation project may not
justify that reinforcenment. So that al one may not
do it. And so it's difficult to craft a market
mechani sm

I think this is nore properly would be
nmore workable in the traditional transm ssion
conmpany approach to things. Deterni ne whether
it's beneficial to the ratepayers, and if it is,

do it.
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And my final remark is that reliance on
the market to sponsor econom c transmn ssion
reinforcenents, | think, is a prescription for do
not hi ng, and experience has shown us that that's
often the wrong approach

PRESI DI NG MEMBER LAURI E: Do you have
any thoughts about -- there's an assunption that
the generators certainly want to avoid any
ci rcunmst ance where they are being linmted by the
governnment as to what sites they can build on

Do you see any advantages to doing,
whether it's the Energy Commi ssion or |SO or any
ot her body, of doing statew de planning froma
perspective of seeking to coordinate all of the
factors that go into licensing of, or the ability
to build power plants, and insuring infrastructure
is avail abl e?

O do you think froma generator's
perspective you'd nmuch rather just do it,
yoursel f, and worry about transm ssion |ines when
you need it, worry about water when you need it,
worry about gas when you need it?

If we pretend for a noment that our sole
obligation here at the Energy Commi ssion is to

make |ife easier for power generators, is there
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anything that we could do, froma planning
per spective, including transm ssion, that would
make your |ife easier? Recognizing that that is
not our sole mandate.

(Laughter.)

MR. FILIPPI: Yeah, | guess |I've been
t hi nki ng about it in somewhat different terms. |
think it probably cones out to the sane pl ace

I think the nore planning that is done,
that it is transparent to the generators where
there are good places to go and what the linits
are probably woul d hel p.

I think with these buttons | nust have
slipped over a few slides that | thought |I had in
there. One of the things | have problenms with,
the current systemw th congestion, is that | can
find a good spot and after | find the spot and
file my application, there will be four or five
others that think that that's a good idea, as
wel | .

And, you know, by the third or the
fourth, it's not such a good idea anynore for any
of us, probably.

And one of the problens is that the --

and I think if devel opers know that there's
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congestion they're going to avoid it. But there's
atine lag, and so by the tine it's apparent that
congestion is out there, is going to be a rea
pr obl em

There's probably too many projects
al ready started down the path of trying to site
their project there.

So I think information that nakes it
nore evi dent what the capacities of the system
are, and where, froman electrical standpoint, to
connect generation, | think it would be good for
the state to guide, give the generators that
gui dance.

Now, 1've been thinking about it from
the other side of it, and that is | think there
needs -- |'mnore concerned about the |oad than |
am the generators, with my WSCC hat on. That
peopl e have the obligation to serve their | oad,
they need to plan ahead. And they need to figure
out how they're going to secure the resources.
And access to those resources to serve their
| oads.

And ny concern is, you know, with a
four- or five-year planning horizon they really

can't do that job. And they need to be nore
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proactive when they're facing -- they need to
confront whether they're going to have to build a
new -- a large transmission line that's going to
take seven or eight years to build and permt.

They need to confront that early. They
need to consider alternatives early. And they
need to be proactive about seeing if there are
alternatives to building that line. And be
willing to fund, contribute to the funding of
alternatives to build that |ine.

Because | forget who said it, I think it
was Jeff said that earlier, you know, what is the
econom c incentive for generation to build in |oad
areas these days? There's none.

I mean from my personal standpoint and
my conpany, |'ve told the devel opers, you know,
buil ding near load is a great place to be. It
provides a | ot of benefits and you won't have to
be worri ed about congestion

And then they ask nme, well, how often is
it going to be congested. What am | going to be
paid to offset all these extra costs I'mgoing to
have going in here with all the air problens and
t he fuel costs.

And | just don't have the answers,
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because today there is no nmechanism The
Pittsburg contract, that plant out there was a
good start. But, | think we need to go a |ot
farther down that road if we're really serious
about trying to get generation closer to |oad.

To doi ng sonet hing besides just finding
the cheapest, easiest place to put a generator

PRESI DI NG MEMBER LAURI E: Thank you,

Jim Any questions?

COW SSI ONER PERNELL:  No.

PRESI DI NG MEMBER LAURI E: Thank you very
much.

COW SSI ONER PERNELL: Thank you, Jim

PRESI DI NG MEMBER LAURI E: Excellent. 1Is
Jeanne Hol man here? No. From PUC

Any nmenbers of the audi ence wish to ask
guestions or coment at this time? Sir

Yes. Let's have this gentleman go
first.

MR, MUKHERJEE: |'m Shishir Mikherjee
fromthe City of Palo Alto Utility. [|'mstating
ny personal opinion, not of ny enployer.

| believe in --

PRESI DI NG MEMBER LAURIE: The City of

Palo Alto, did you say?
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MR. MUKHERJEE: Palo Alto Utility, the
City of Palo Alto Utility.

PRESI DI NG MEMBER LAURI E: Ckay, thank
you.

MR. MUKHERJEE: | believe in California
when deregul ati on was planned, it was that tine
the state should have taken over all the
transm ssion. And | believe it's still a good
idea for the state to have a transm ssion agency,
or a transm ssion authority who plans and build
new transm ssion, like a new hi ghway system

And that is the only condition under
whi ch deregulation will work, conpetition will
wor K.

PRESI DI NG MEMBER LAURI E: Do you not
have any confidence that the current system could
be properly adm nistered and coordi nated to avoid
many of the problens that we've heard di scussed
t oday?

MR. MUKHERJEE: Well, the experience
until today shows that it is not working that way,
nost of all that there hasn't been nuch
transm ssion built, you know

First of all, even before deregul ation I

think the utilities used to bal ance transm ssion
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agai nst generation. And for places |like San
Franci sco Bay Area, inadequate transm ssion has
been built. And as a result we have to pay |arge
amount of RMR costs because there were |oca
generators which had to be done, because there was
no transm ssion to get power into those areas,

t hose pockets.

And over that, when deregul ati on was
started, that changed the way power fl ows.

Because now you have generators comng froma very
| ong di stance who are selling power, you know.

So the old transmi ssion grid got
saturated very soon. So, within a few years, nd
I believe Jeff MIler will agree with me, that
conditions started growi ng very fast. Not nuch
faster than the demand grow h.

So that |eads us to believe that
deregul ati on and conpetition changes the way the
power flows because previously it was three
different utilities which were planning their
transm ssion to serve their own | oad.

There was not a California-w de grid.
The only grid that was there was a north-to-south,
you know, grids, you know, to get power fromthe

nort hwest or from the sout hwest.
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Now, | know of many counties which does
have this transm ssion authority. | know in India
there is a grid corporation which plans the
majority of the bulk transm ssion for the whole
country, and operates it.

So | think a systemlike that is needed.
Now, whether |1SO wants to do it or not, you know,
it could be the 1SO But | think ideally it
shoul d be probably a state authority, because that
wi |l be regul ated company, or regul ated
organi zation, which will then generate this
tariff.

The other thing that | wanted to say,
and | don't know whether there was discussion
about that, that the need for transmi ssion is very
closely linked to the kind of tariff policy you
have.

And | think we have a wong type of
tariff policy also. Because we have a tariff
policy which is essentially a postage rate --

PRESI DI NG MEMBER LAURI E: Ckay, |'m
sorry, what --

MR. MUKHERJEE: The transm ssion access
charge, you know, is a postage rate, which neans

that the transm ssion cost doesn't depend on the
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di stance to which you are sending transmn ssion
So you pay sane thing whether you're transmtting
100 miles or 1000 miles or 2500 nmiles

And this is one of the reasons why
there's increased condition, because we are not
using the transmssion grid efficiently. So there
shoul d be some link with the transm ssion tariff,
you know, --

PRESI DI NG MEMBER LAURIE: And that's a
FERC i ssue, is it not?

MR. MUKHERJEE: Yeah, that maybe
sonmet hing that FERC wants to do, and | don't know,
they wanted -- first of all they wanted an | SO
wi de postage rate. And tonorrow they might want a
nati onwi de conmon rate, so that you'll be sending
power from here to Boston, and pay the sane thing,
you know.

PRESI DI NG MEMBER LAURIE: Do you live on
a public road or a private road?

MR. MUKHERJEE: On a public road, yes.

PRESI DI NG MEMBER LAURIE: Ckay. If you
were to live on a private road, you'd be
responsi bl e for maintenance. And what you woul d
find is when all your nei ghbors get together and

you say, oh, man, we have to fill the pot hol es
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and we have to put in another |ayer of asphalt,
you'll start at the entrance to your street, and
you'll go to the cul-de-sac at the end of your
street, and M. Tomashefsky lives in the big house
on the cul-de-sac will pay nore than poor me who's
sitting at the entrance, because he uses nore of
the street than | do.

That is how it would normally be done.
Therefore, the maintenance costs for the entirety
of the street is nore than the maintenance costs
of just what | use.

MR. MUKHERJEE: Yeah, that's true.

COW SSI ONER PERNELL: But if -- let ne
just follow up on that. Gven the California's
chal | enge and the fact that there's generation
being -- and using your scenario that there's
generation being generated in the state and sold
outside the state, if a scenario, what you're
tal king about, in terms of paying for how | ong
your, the microns are on the wire, of course
don't know whether that would help California or
hel p whoever owns the wires, but again, it would
be an additional cost that the generators would
think about, in this case, before they decide to

run it the I ong distance.
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So there's kind of two sides to each
coin here, and | don't knwo the answer to it, but
I think you bring up sone good points.

We'll just give it all to the |ISO

(Laughter.)

MR. MUKHERJEE: Okay.

PRESI DI NG MEMBER LAURI E: Thank you, sir
Yes, sir.

MR. SMTH: Cood afternoon, thanks for
giving ne a few mnutes. M name is Mark Smith
I"'mwith Florida Power and Light's subsidiary, FPL
Energy, and as you know, we're in the process of
attenpting to permt a project about 15 mles
north of here, up in Ri o Linda.

I'"d really like to make two coments
that follow up on M. Pigott's comrents, actually.
And respond to a couple of the questions that
you' ve asked.

And the first is whether or not to trust
the market to bring forth generation proposals. |
sensed from you sone distrust that the market
woul d do that.

PRESI DI NG MEMBER LAURI E: No. You --
No, | do not distrust the market to bring forth

generation proposals. | distrust the market to
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determ ne, froma | ong-term planning perspective,
where the new devel opnent shoul d properly be,
because each devel oper will serve only its
particul ar needs at that particular tine.

So, no, I'mnore than willing to let the
mar ket determ ne whet her or not any narketeer
chooses to come forward. It's a question of
whet her you shoul d do Houston type of |and use
pl anni ng or some other type of |and use planning.

Shoul d we think about where the
constraints are and plan for it.

MR. SMTH:  Very good, so | see very
little disagreenent in our approach then, and
i ndeed, probably the generation community is a bit
short-sighted or nyopic in that regard.

The generation comunity is | ooking for
sites that it will be able to devel op and engage
in profitably over the long term not necessarily
a 20-year planning horizon, | would suspect, as
has been the case with utilities.

So, thank you, | was surprised and
concerned over ny interpretation, and it was
i ncorrect.

PRESI DI NG MEMBER LAURI E: Over ny gross

inability to articul ate.
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MR. SMTH. The second point 1'd like to
mention that's been an issue that we've tal ked
about here is the issue of whether or not there is
a single agent or agency that has the ability to
buil d, plan and operate electric transm ssion, and
I"d say clearly the answer to that is no. There's
not one single agency that faces the proper set of
i ncentives nor has the ability to raise capita
and invest in the transm ssion network throughout
the State of California.

Now, | would question whether or not the
proper solution to that is conplete state
ownership. | think our position probably would
rather be that a single agent that has a profit
notivati on, as has been proposed in other parts of
the United States, would be nore appropriate.

Thank you. Those are the two points
that 1 would like to make.

PRESI DI NG MEMBER LAURI E: Thank you,
sir, very nuch.

Yes, sir.

MR. FI STORARO  Thank you,

Conmi ssioners. John Fistoraro with the Northern
California Power Agency. | really did not plan to

make a comment here today. In fact, |I'mcovering
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the neeting for other people -- persons, actually,
who deal with this matter, but are serving on jury
duty up in Placer County. But, --

PRESI DI NG MEMBER LAURI E: Tell us about
the Northern California Power Agency.

MR. FI STORARO. The Northern California
Power Agency is a joint powers agency of nunicipa
electric utilities, ranging our southernnost
menber from Lonmpoc up through the valley, Lodi
Roseville, as far as Redding and Uki ah, al so
serving the Bay Area, Al aneda, Palo Alto and Santa
Cl ar a.

M . Mikherjee needn't be so shy in his
support of a publicly owned, not for profit
transm ssi on conpany. NCPA and the California
Muni ci pal Uilities Association has, in fact,
endorsed the concept of a not for profit
transm ssion conmpany in --

PRESI DI NG MEMBER LAURI E: As opposed to
the State of California?

MR. FI STORARO. The State of California
could, in fact, serve in that capacity. W have
al so offered alternatives to the managenment of
such a conpany. Sonething simlar to a joint

powers agency |ike NCPA, or a sister organization
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of NCPA, the Transm ssion Agency of Northern
California, who, as you have asked for specific
exanpl es of projects that would relieve
transm ssion in the state, TANC, the Transm ssion
Agency of Northern California, has proposed to the
Governor's Ofice, to the Legislature and |
believe staff here at the Comm ssion, one project
identified as Path 15 for construction.

And TANC has offered either to be the
| ead contractor to build that project for the
State of California in cooperation with Western.
O, you know, certainly identify and partner with
the State of California or PG&E.

But we feel that that is really a top
priority for congestion relief in the State of
California. And as the Rai nbow project was
identified, I felt that it was incumbent upon ne
to get up and at least identify the Path 15
project as a necessary inprovenent to the
transm ssion infrastructure within the State of
California. And we believe, really, in the
western grid.

PRESI DI NG MEMBER LAURI E: Thank you,
Sir.

COWM SSI ONER PERNELL: A question. On
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Path 15, fromthe -- I'mhearing that it takes
anywhere from seven to eight years to plan and
build a sizeable transmission facility, freeway,
super hi ghway.

How | ong woul d you think it would take
your organi zation, or whether you've thought about
how Il ong would it take you to conplete Path 157

MR, FI STORARO |I'mglad that you asked,
Commi ssioner Pernell. TANC has, in fact, to
facilitate this project, and to show their
seriousness about the need for the project within
the transmission grid in California and the
western United States, has conmitted resources
al ready to begin the environnental review to get
this project started, so that we do not |ose
anot her year in its construction.

But, best case scenario, and this would
be a very best case scenario, TANC believes, with
the assistance of the federal government, Western
operating a the | ead, TANC operating as the
contractor, and cooperation of the state, that by
the end of 2002 the project mght be able to be
conpl et ed

That woul d be a best case scenario.

COW SSI ONER PERNELL: Does Western
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agree with the tineline, or --

MR. SABET: -- optimstic view --

(Laughter.)

MR. SABET: Be better --

MR. FI STORARO | did say a very best
case scenari o.

MR. SABET: The point is you have to be
realistic. W have estimated two to three years,
and upon the tine that the noney's deposited, and
the conmitnment is nade, to the -- and that is also
have cone caveat because, you know, it all depends
how you -- determine this, you know. But a --

consultation is going to be done initially --

there's a whole lot of -- but, building the Iine
probably -- unfortunately, planning the project is
nore of -- than building it.

| do agree with that. Once the project
is defined and the financing is arranged, building
the project is easier because the job is
descri bed. \Whereas, you know, in this day and
age, you know, that kind of a conmmtment is kind
of hard. When you referred to, Comm ssioner
Pernell, seven or eight years, that was basically
to get critical mass and coalition to fund the

project. And that's usually the problem
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But once the project is defined, it is a
| ot easier to do.

MR. FI STORARO. One other thing that --

excuse ne.

COW SSI ONER PERNELL: So you're -- |I'm
sorry -- you're estimating maybe three years, 2003
or '47?

MR. SABET: That's what | think; it wll
be two, three years, depending on whatever we have
to do the determ nation.

COW SSI ONER PERNELL: Okay.

MR. MLLER | just wanted to point out
that for that upgrade on Path 15, the
envi ronnental work had al ready been done about 15
years ago. In fact, the environmental docunents
were certified by both state and federal |ead
agenci es.

So that's why you can go back and update
t hose docunments, and you can get this line in
pl ace nmuch earlier than the six years.

COWM SSI ONER PERNELL: And expedite it a
little bit.

MR. MLLER Six years is for a brand
new | i ne where you haven't done all the

envi ronnment al wor k.
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COW SSI ONER PERNELL: Ri ght.

MR, FI STORARO And that is what TANC
is presently, or has initiated. It's just the
dusting off of the environnental work that has
al ready been done. They have surveyors in the
field right now doing spring counts, so that, you
know, that can be conpleted, continue through the
sumrer, if there, you know, is a conmtnent on the
part of the state or the federal governnent to
come in with financing, or to partner with TANC or
PG&E or sone other contractor, to nmake certain
that the project is conmmitted to and gets under
construction.

One final thing that I will say is NCPA
and the menbers of TANC have advanced this
concept, not only here in the state, but in
Washi ngton, D.C., as well, with nmenbers of
Congress, with FERC, with the Vice President's
Task Force on Energy I ssues.

And there seens to be, you know, broad
support for the project. It's just a matter of,
you know, who noves first, federal governnent,
state government, federal governnent, state
gover nnent .

And our response fromthe federa
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government is that there really needs to be a
comm trment on the state level to the project
before they will follow with support, but they
recogni ze that the project is worthy of support.

COW SSI ONER PERNELL: | know t hat
everything | read, and certainly our analysis say
that that's a critical path that we need to be
| ooking at. So, you know, hopefully, | don't care
who noves first, | just want sonebody to move.

MR. FI STORARO. That is fundamentally
the position of NCPA and TANC, as well. W have
advanced it as an issue. W're willing to take
the lead on the project, for the State of
California, for the inmprovenent of the
i nfrastructure.

We have no particular, you know, vested
interest in doing that, other than it certainly
relieves congestion within the State of
California, that, you know, will benefit nunicipa
customers which we serve

But if PG&E can get it done faster, if
Western can get it done faster, we're not
concerned, as long as it's conpleted, and
conpleted in the nost expeditious way as possible.

COWM SSI ONER PERNELL: Thank you.
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PRESI DI NG MEMBER LAURI E: Thank you,
sir. Qur friend from Aspen.

MR. SCHEUERMAN: Good afternoon. M
nanme i s Paul Scheuerman and --

PRESI DI NG MEMBER LAURI E:  Afternoon,
Paul , good to hear from you.

MR, SCHEUERMAN: | work with Jim
McCl uskey in devel oping the issue paper for
today's workshop. And in doing that, focused on
one thing that a nunber of the speakers have
tal ked about today, but I'm not sure anybody has
really quite clearly articulated my concern

And it has to do with the renedia
action schenmes. JimFilippi, as he usually does,
nailed it solid. He said it's a solution for
i nfrequent contingencies. Two key words,

i nfrequent and conti ngenci es.

My concern is that we might be using the
renmedi al action schenme for sonething that may not
necessarily be a contingency.

Exanmpl e: Transmi ssion |ines generally
| oad up as we get into the sumer peak tines.
Most of the time those lines are quite capabl e of
taking the full output of a new power plant.

But as they tend to load up, | think
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there's sone tendency there to drop the generation
back to maintain the lines within their ratings,
ei ther normal or energency.

And what this is doing actually is
sayi ng yeah, we can run the plant 90 percent or 95
percent of the tinme, but as we get into the peak
periods, and maybe it's not this year, maybe it's
next year or two years down the road, where these
facilities, these transm ssion |ines start to
overload, or reach their limts, we're going to be
turning down these plants, I'mafraid, right at
the very tinme of the year when we need themthe
nost .

Now, that's not to say we shoul dn't get
themon |ine and use whatever is necessary to run
90, 95 percent of the tine. But let's make sure
that we don't dig ourselves into a deeper hole
here so that two or three years fromnow we find
oursel ves having to turn down generation when we
need it the nost.

PRESI DI NG MEMBER LAURI E: And what do
you propose is the feasible alternative?

MR. SCHEUERMAN: | think the alternative
is that at sone point you have to | ook at this as

alnmost like in the terns of environnenta

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

201
mtigation, where yes, you build a project, you
get it going and everything, but then at sone
poi nt you have to conme back in and fix sone
probl emns.

And the fix being, you know, basically
additional wire, new transm ssion |ines somepl ace,
in some new corridor maybe.

But | think we just have to keep that in
mnd that we can't go and |icense and put a whole
bunch of power plants out there generating, and
expect that we'll have themall operating at the
time of summer peak, if we are expecting to also,
you know, put them under sone renedial action
schene.

COW SSI ONER PERNELL: Western has a
comment .

MR. SABET: | was going to suggest |
don't disagree with Paul, that was, as a matter of
fact, exact recomendati on we nmade to the Sutter
case, if you look at it. W recomrended as a
stage one and stage two partially because we have
this who goes first kind of a discussion

We basically sponsor the opinion that
phase two should be basically funded by Cal pine

under area -- there was sone general agreenent to
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move with this issue. But unfortunately that
didn't happen, and now we are again just in that,
I"mlooking at it.

In deference to nmy friend, Jim -- ny
focus was only on the power plant siting, | wasn't
tal ki ng about systemwai de application. | was
saying if you continue -- application on power
plant as a mitigation for power plant, that is not
sustainable in the long run. You got to fix the
transm ssion.

PRESI DI NG MEMBER LAURIE: G ve ne that
| ast sentence agai n?

MR. SABET: |In order to site every power
plant instead of fixing the major infrastructure
renmedi al action, | don't think that's sustainable
in the long run.

We have to fix the infrastructure. W
are at that point right now. That is why Western
is taking the initiative for that global EIS
| ooki ng at several transm ssion |ines whether the
generation is located or not in the area. W are
going to proceed with one of those options.

The question is the funding, you know.
We are definitely going to go for the funding,

ourselves. But if we don't get it, then we have
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anot her bridge to cross.

But we are not stopping, or we're not
taki ng, you know, any pause on this issue because
it's serious enough. Qur custoner are supporting
us, but like | said, today we're getting only
appl ause, we haven't got a dollar yet.

But I'm hoping the funding will cone
once we go through the environnental process.

But | want to nmake sure that, you know,
we don't mix this RAS schene. There are tinme and
pl ace for anything in life. You have to |ook at
your risk and benefit. And that's what this
decision we nake. But | don't endorse it for |ong
term

PRESI DI NG MEMBER LAURI E: Anyt hi ng el se?
Any ot her comments, Paul, that you wanted to nmake
at this tinme?

MR, SCHEUERMAN: That's all | have now.

PRESI DI NG MEMBER LAURI E: Appreci ate
your efforts on the paper, as well

Any additional comrents by any nenbers
of the public?

Gent | emen of the panel, excellent and
very helpful. Wappreciate it, we appreciate your

time. And we thank you.
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adj ourned. Thank you.
COW SSI ONER PERNELL: Thank you for
com ng.
(Whereupon, at 3:25 p.m, the workshop
was concl uded.)

--000- -
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